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Christian A. Lubnow 


“He has but turned a corner; still 
He pushes on with right good will 
The self-same arduous way 
That you and he through many a doulful day 
Attempted still.” 
GUIDING spirit in the realm of knew him and his works a feeling of his 
Trusteeship has departed. The loyalty and vision of the sacredness of trus- 
valiant career of a devoted leader, teeship, and has imbued them with a spirit 
Christian August Luhnow, was that shall endure through the generations. 
brought to a close when on the evening of To those whose privilege it was to be asso- 
July nineleenth, in his fifty-ninth vear, he ciated with him, his loss brings a sense of 
passed quietly to a rest so richly deserved. profound regret born of reverence and 
His life was dedicat- heartfelt admiration. 
ed tothe building of a His life has been 
profession destined an epitome of rugged 
to take root and ae character tempered 
spread its  protec- ee with humility and 
tion into every chan- aay sympathetic under- 
nel of economic and y “i standing. To his 
social life. All the j ideals, which will 
struggles, all the é : stand the tests of 
heartaches that de- 4 time unblemished, 
velop the humaniiy : Be he has been stead- 
and unselfish service , ee 2 fast with every spark 
of those who guide “| tel of energy that marks 
our trust institu- 4 an indomitable s pir- 
tions he made his 7 it. These he searched 
very OWN. With un- ‘ a out in youth, guided 
failing courage and i a by the heritage of 
the spore of a plo- a. die Civisiion prin- 
neer he championed . ae ; 
their highest ideals % ciples of hisGerman 
se tors who sought 
As elitor and pub- ancestors who sought 
lisher of TRUST the freed om of 
Companies Maga- — 4 American soil in 
sine for nearly —oae er bea Fs 1866. He was born 
thirty "years Mr. fo <s ack 1 on Novemter 9, 
Luhnow has in- > - 1874, in Chicago, 
spired in all who Illinois. Before 
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reaching his twenties he wrote articles pub- 
lished by the New Orleans Picayune and 
contributed weekly features to the Chicago 
Evening Post, under the name “Cecil.” 
Challenged by Dr. Gonzalos, a_ great 
Chicago divine, to a public debate, it was 
learned with great surprise that “Cecil” was 
a lad of seventeen. Two years later, as- 
signed to cover the city courts of Chicago, he 
uncovered a wide-spread system of corrup- 
tion, which threats and attempted bribery 
could not deflect him from exposing through 
his newspaper column, and which brought 
about successful reforms. 

Sent to Washington, D.C. as correspond- 
ent of the Post, his political and economic 
studies led to his initiation of urgently- 
needed bank and trust company legislation 
in conjunction with Lyman J. Gage, then 
Secretary of the Treasury. These were 
among the first laws regulating fiduciary 
administration. Having attained this ob- 
jective he joined the New York Herald 
under James Gordon Bennett, who ap- 
pointed him as Berlin correspondent. 
While abroad his grasp of political condi- 
tions led him to various cities to report on 
diplomatic relations. Returning to the 
United States in 1898, he joined the Navy 


ECONOMIC CHANGES AND TRUST 
INVESTMENTS 


JNE of the traditional policies observed 

by conservative trust company man- 

" agement for many years and stoutly 
resisted during the boom period of lamented 
memory, is recognized as a cardinal principle 
of trusteeship: that principal of trust estates 
should be at all times conserved and not 
subjected to the hazards attending invest- 
ment of such funds in common stocks or 
other speculative securities. More recently 
and during the period of violent deflation 
many beneficiaries who formerly clamored for 
equities in order to benefit from speculative 
rise, have had reason to be grateful for the 
policy of trust company management which 
opposed investment of trust funds in common 
stock as a matter of sound fiduciary practice. 
Of late there has come evidence of a 
change of judgment, even among the most 
conservative trust officials, that  time- 
honored principles of safety in investing 
trust funds, cannot be regarded as static. 
Experiences of the past few years have upset 


fiduciary 


as yeoman on a gunboat in order to give a 


jirst-hand account of the Spanish-American 


War as war correspondent of the Herald. 

In March, 1904, at the request of several 
outstanding trust company men including 
the late Breckinridge Jones, Festus J. Wade 
and Col. Francis Henry Fries, he began 
publication of Trust Companies Maga- 
zine. Two years later, wishing to give of his 
energies to the cause of reconstruction in 
the South, he founded “The New South” as 
their pioneer financial and economicjournal. 
Meanwhile he continued the work of de- 
veloping Trust CoMPANIES Magazine as 
a national organ to serve the newly-arising 
institutions of the country, 
through which ever since have been re- 
fiected his principles of trust obligation. 

Expressive of his dynamic force in or- 
ganization of jiduciary interests were the 
reorganization of the Stock Transfer Asso- 
ciation of New York, initiated by him, and 
the formation of the Financial Advertisers 
Association of New V ork in 1931. Behind 
the scenes, too, with strong but self-effacing 
determination, he has fought the battles of 
his cause with a vision and perseverance 
that give an abiding courage to all who 
must carry on. 


many cherished ideas as to legal invest- 
ments, some of which have suffered severely 
from deflation of values as well as elements 
of security, both as to principal and income. 
This new trend is expressed in an advertis- 
ing announcement recently appearing in the 
public press over the signature of the old 
Bank of New York and Trust Company, 
which has always been classed as among the 
most conservative and ably managed trust 
institutions in the country. 

In adopting and announcing a policy of 
including a portion of equity or common 
stock investments in its trust portfolios, 
wherever it has discretionary power, this 
trust company advises that it is not 
prompted by any desire to secure specula- 
tive profits for its trust accounts, but to 
safeguard principal and income, especially 
in view of changing economic conditions, 
new monetary legislation and the prospect of 
a government policy of inflation which 
calls for devaluation of the gold content of 
the dollar, affecting preservation of trust in- 
come and purchasing power of the trust dol- 
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lar. Because of the prominence of this trust 
company and the general interest as_ to 
changing status of trust investments, 
the announcement, backed by an _ experi- 
ence of over a hundred years, is given 
herewith: 

‘‘A primary duty of a trustee is to main- 
tain the safety of principal of the funds held 
in trust. Many statutes exist which under- 
take to establish safety by rigid rules. The 
truth of the matter is that safety is not 
absolute and static. 

“We believe there is a sound reason for 
the traditional view that under normal con- 
ditions trust funds should be invested in 
high-grade bonds. But we cannot feel that 
any view, however conservative in theory, 
is sound unless it really affords protection. 
We believe the conservative trustee must 
be courageous enough to recognize unusual 
circumstances and be guided by their 
mandate. 

“Early in this year, our investment ofh- 
cers made a careful survey of the outlook for 
monetary changes and of the effects of im- 
pending legislation. Special meetings were 
held beginning April 13, with the trust com- 
mittee of the board of trustees, and after 
full consideration, it was concluded that 


changes in the economic outlook were suffi- 
ciently fundamental to warrant, if not com- 
pel, the inclusion of some equity invest- 
ments in our trust accounts. 
“Immediately analyses were made of all 
trusts where equity investments were per- 


mitted under the trust terms, and we 
promptly recommended to our various 
clients detailed programs for converting 
into equities a portion of their funds, the 
amount depending upon the circumstances. 

“Situations do arise which test the 
promptness, alertness and soundness of 
trust investment policies. We were not 
actuated by any desire to secure a specula- 
tive profit for our trusts. Our purpose was 
to lessen the risks of reduced purchasing 
power of the principal and income. 

“The Bank of New York & Trust Co. has 


been administering trust estates for more | 


than one hundred years. Its basic policy of 
personal attention by senior executives to 
each fund has never been changed. It has 
always adhered to conservative investment 
policies with full recognition of changing 
circumstances.” 


OBJECTIVE OF PRESIDENT ROOSE- 
VELT’S MONETARY POLICIES 


HE attitude of the American delega- 
tion at the World Economic Confer- 

ence in London established the defi- 
nite attitude of President Roosevelt to 
refrain from entering into any compact at 
the Conference or at the present time which 
attempts to stabilize the exchange value of 
the dollar. Obviously, with the extra- 
ordinary monetary powers conferred upon 
the President, this country is to witness a 
new experiment in advancing prices to a 
higher level and giving the dollar a more 
constant purchasing power, not only for 
emergency but as a permanent economic 
objective. Discussing the implications of 
this new policy, Col. Leonard P. Ayres of 
the Cleveland Trust Company says: 

“The message sent by President Roose- 
velt to the World Economic Conference on 
July 3 is of the first importance to all busi- 
ness men here. It takes the definite stand 
that this government is not willing to enter 
into any arrangements at this time for 
stabilizing the exchange value of the dollar. 
The clear purpose of this declared policy is 
that the administration intends to strive for 
higher general price levels here. This means 
that the business man may confidently ex- 
pect higher prices for commodities, increas- 
ing wage rates, and advancing quotations 
for securities. 

“The message further states that in the 
near future, when prices have advanced to 
the desired levels, the administration seeks 
to establish a new kind of dollar which will 
have a relatively constant purchasing power, 
and not a changing one. This means that it 
is the policy of our government to have this 
present price advance the last one that we 
shall ever experience. If this policy is suc- 
cessfully put into effect we need not fear a 
decline after this price advance has run its 
course. The problem of the business man is 
to take full advantage of the general price 
increase while it still continues, remember- 
ing that dollars not actively employed are 
constantly shrinking in value. 

“The effect of the announcement in 
further stimulating business activity and 
every form of speculation is sure to be im- 
portant. It should result in the rapid em- 
ployment of the huge sums of currency still 
in hoarding, for a part of the value of that 
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money evaporates with each day that 
passes. The announced policy is avowedly 
designed to benefit debtors, and in this 
country that means primarily the owners of 
stocks, for most of our existing debts are 
corporation bonds. If price levels are lifted 
so that bonds may be paid off the result will 
be greatly to benefit the stockholders who 
in reality owe the debts that the bonds 
represent. 

“Recovery from depression has come re- 
peatedly, both in this country and abroad, 
by a restoration of public confidence in the 
soundness and integrity of the national 
money. Our present experiment is based on 
the creation of doubt concerning the value 
of our money, which results in a general 
movement to buy commodities and equities. 
Its justification depends on its success.”’ 


o, 2°, o, 
Sd ~ ~ 


INVIOLABILITY OF TRUST FUNDS 


NVIOLABILITY of thirty-five bil- 
lions of trust and estate funds in the 
custody and administered by the 

trust companies and banks of the United 
States, kept free from harm or loss in the 
face of the greatest epidemic of banking 
failures in the history of the country, can 
now be definitely and finally corroborated. 
There was some doubt and uncertainty 
because of the wreckage and confusion left 
in the trail of the national banking holiday. 
Now that the smoke of battle has cleared 
away sufficiently to permit an appraisal of 
the real damage, the number of fatalities 
and of wounded in the banking field, the 
verdict is conclusive that trust administra- 
tion has come through its most severe test 
without blemish or impeachment. When 
the intensity and sweeping character of this 
latest financial storm, and especially of the 
Ides of last March, is realized, it may seem 
almost miraculous that trust assets, aside 
from the effects of the general blight of de- 
flation or impairment in values, have been 
so well insulated against the weaknesses and 
defects exposed in the banking structure. 
The record of trust administration brought 
up to date leaves no ground for apologetics 
or marking time on the part of trust men 
charged with the handling or vigorous de- 
velopment of trust service. Calumnies and 
attempts which persist in certain quarters 
to discredit the integrity of trust manage- 
ment deserve to be dealt with severely. 


By far the three most important bank 
failures in the country where substantial 
trust department assets were involved, were 
the Bank of United States in New York, 
the Bank of Pittsburgh, N. A., and since 
the banking holiday, the Harriman National 
Bank and Trust Company of New York, 
the latter representing the first failure of a 
clearing house bank in New York since 
1908. Official facts have already been re- 
corded in these pages proving that the trust 
assets of Bank of the United States and 
of the Bank of Pittsburgh were not only 
carefully segregated, but that every trust 
obligation of those institutions has been 
or is in final process of liquidation or trans- 
fer which will not involve trust clients or 
beneficiaries in the loss of a single dollar. 
During the period of liquidation or of ar- 
ranging for transfer, every current obliga- 
tion as to trust income or other liability 
has been fully met. 

Now the information is forthcoming from 
the office of the Comptroller of the Cur- 
rency at Washington that ‘the customers 
of the trust department of the Harriman 
National Bank and Trust Company are 
being paid in full as soon as the trusts and 
agencies can be liquidated and turned over 
to successors.”’ At the time of the closing 
of the Harriman Bank there were nearly 
two hundred trust accounts, aggregating 
$30,090,000 in value, in charge of the trust 
department of the bank, including about 
one million of uninvested cash. Already a 
large number of the trusts under the able 
management of Lawrence N. Woodward of 
the trust department, have been trans- 
ferred to successor trustees and executors. 
All payments of income have been made 
in full, while principal has been fully pro- 
tected and free from bank assets. The se- 
curities required by the national bank law 
to be deposited as collateral against cash 
balances of trust funds have been more 
than adequate. 

Aside from these three bank failures 
having large trust responsibilities there re- 
main only a few important trust companies, 
notably in Ohio and Michigan, which have 
either failed so far as banking affairs are 
concerned or subject to conservatorships. 
In every instance trust assets have been 
found safeguarded and segregated. In De- 
troit one of the trust companies in the hands 
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of a conservator will resume normal oper- 
ations within a few weeks and without 
having experienced any suspension of trust 
business. The other trust company is in 
process of reorganization and restoration 
with trust assets unimpaired. In Cleveland 
the trust business of closed trust companies 
is being safely conserved and arrangements 
are in progress to transfer fiduciary accounts 
to a strong national bank. 

Trust critics, prompted by unworthy and 
selfish motives, will try to make much of 
the very few and isolated instances where 
bank failures have also revealed question- 
able methods of trust department procedure 
or where final trust claims are matters of 
adjustment and litigation. Trust adminis- 
tration cannot lay claim to superior infalli- 
bility of judgment or foresight. But criti- 
cism based upon such paltry grounds in 
view of the security attaching to the im- 
mense volume of trusts and estates under 
faithful administration, will fall upon bar- 
ren ground. 


x ee 0f 


TRUST INVESTMENT APPROVAL 


HERE the remaindermen entitled to 
W an estate have chosen to consent or, 


with knowledge, have failed to ob- 
ject to non-legal investments in a mortgage 
until after the mortgage became due, they 
cannot complain of the consequences. That 
is the substance of a recent ruling by Sur- 


rogate Foley of New York in the Estate of 


Packard. In this case, the trustee, through 
investments in certain stocks, increased the 
value of the estate to a considerable extent. 
In 1927 he sold all of the stock and in- 
vested $14,000 thereof in a participating 
mortgage of $17,000. The mortgage ma- 
tured in 1931, and the principal was not paid. 
The beneficiaries of the estate charged 
that the mortgage was an illegal investment 
and that the trustee should be surcharged 
for the loss thereon. Nothing in the language 
of the will permitted the trustee to invest in 
non-legal securities. But the beneficiaries of 
the trust had been given due notice by the 
trustee and had had ample time to object 
thereto. In fact some of them had ap- 
proved the investment. The court properly 
held that in view of their familiarity with 
the investments by the trustees and their 
express or tacit approval thereof they were 
prevented from holding the trustee liable. 


APPRAISING THE BANKING ACT 
OF 1933 


NE of the net results of the Banking 

Act of 1933 is to subject the Federal 

Reserve Board and member banks 
to more immediate political and govern- 
ment control. This is the conclusion ex- 
pressed in an analysis of the banking legis- 
lation enacted at the last session of Congress 
presented at the recent annual convention 
of the New York State Bankers Association 
by G. Tracy Vought, who-summarizes the 
good and bad in the following terms: 

‘“‘Now what is the net result of the bank- 
ing legislation of this special session of 
Congress ? In its favorable aspect, the legis- 
lation will correct some of the evils made 
apparent in the excesses of 1929 and subse- 
quently. The Federal Reserve authorities 
are in a better position to prevent undue use 
of bank credit for speculative transactions 
than they were before. 
visions will give impetus to a unified bank- 
ing system. A step is taken toward requir- 
ing larger capital for incorporation of a 
national bank. The divorce of commercial 
and investment banking may prove bene- 
ficial. But in my judgment the bad out- 
weighs the good. 

“The Federal Reserve Board unfortu- 
nately has become subject to governmental 
domination—in fact, it has become little 
more than a bureau in the executive branch. 
This legislation makes the Federal Reserve 
Banks and the member banks increasingly 
subject to the Federal Reserve Board. Thus 
our central banking system and the mem- 
bers come more closely under political 
control. The member banks are subjected 
to unwise restrictions. For instance, in the 
directorate. They are practically forbidden 
the benefits of security bankers’ knowledge 
and advice on their boards. They are just as 
much entitled to it—and so are their de- 
positors and stockholders~—as they are to 
the judgment and wisdom of the merchant 
or the manufacturer. 

“Unless the insurance provisions are 
changed, as I sincerely believe they will be, 
banking may cease to be an attractive field 
of private endeavor and investment. If as 
has happened under the various state guar- 
anty plans, the assessments to pay deficits 
become so great as to absorb so much of the 
capital of the strong banks that they in turn 


Some of its pro-, 
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approach the border line of the weak, if the 
stockholders of the conservative banks 
determine that no longer can their capital 
be subjected to the risk of destruction by 
the losses of the speculative and incompe- 
tent banks, if the depositors become restive, 
as they did under the various state guaranty 
plans, as to the soundness of the guaranty, 
the only answer, if the law is not changed, 
is for the government to step in and take 
over banking. Perhaps that is what is 
intended.” 


<2 2, 2°, 
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CORRESPONDENT RELATIONS 
CONTINUE INDISPENSABLE 


OME concern is entertained as to the 
effect of the Banking Act of 1933, 

especially as to the provision elimi- 
nating interest on demand deposits, on 
existing relations between out-of-town 
banks and their city correspondents. Al- 
though only a brief time has elapsed since 
the interest provision became operative the 
reactions have been sufficient to justify the 
statement that sound correspondent bank- 
ing relations will not be materially dis- 
turbed or curtailed. This is particularly 
true where city correspondents have devel- 
oped valuable services to out-of-town banks 
and trust companies over a period of many 
years, including the facilities of efficient 
transit and collection departments, provid- 
ing reliable and prompt credit information 
and converting collection items into avail- 
able cash without delay. Such relationships 
have become deep-rooted, valuable and 
indeed indispensable. 

The Philadelphia National Bank, which 
has an experience of one hundred and thirty 
years in supplying the requirements of cor- 
respondent banks, has issued a letter point- 
ing out that twenty years ago, when the 
Federal Reserve System was established 
there was much concern among bankers as 
to the immediate effects of the new law upon 
their every day practice which failed to mate- 
rialize. Numerous and unsolicited advices 
received by the Philadeiphia National Bank 
confirm the management in the belief that 
the interest provisions of the new banking 
act will no more be a controlling influence 
in shifting balances from the bank to the 
Federal Reserve than were the reserve re- 
quirements or check collection provisions 
of the Act of 1913. 





In its circular letter to correspondents, the 
Philadelphia National Bank states, in part: 

‘“‘As we face new problems presented by 
the Banking Act of 1933 and attempt to 
forecast what may now happen, we can at 
least agree that very few of the more radical 
changes that were freely predicted during 
1914 and 1915 as inevitable under Federal 
Reserve Bank development ever came to 
pass. 


“The reasons are quite clear. Statute 
law and the institutions which laws sanction 
or create are concerned with human rela- 
tionships and services. We may deal in such 
abstract terms as industry, commerce, 
transportation, and banking, but concretely 
these are merely words and symbols of the 
means organized society has developed that 
individuals may live comfortably and with 
some fair promise of peace and prosperity. 
Laws may be changed overnight, but habits 
and tendencies will not be so easily over- 
ridden. 


“Basing our conclusions upon these con- 
siderations, and supported by the fact that 
the organization of the Federal Reserve 
Banks disturbed only to a slight degree the 
relationship existing between out-of-town 
banks and their city correspondents, we are 
convinced that the interest provisions of the 
Banking Act of 1933 will have but little 
effect in the way of shifting balances and 
accounts between banks. We believe that 
the varied and extensive facilities which our 
correspondents enjoy and which are fully 
available for every banking need, will con- 
tinue to be not only useful but indispensable. 
We would have preferred to continue to 
share the profit on their business with them 
by the payment of interest, but at least we 
can and will maintain the same standards of 
service which are characteristic of this bank. 


‘“‘We believe our clients and correspond- 
ents will find it better suited to their needs 
to do business with an institution whose 
officers are their personal friends; who take 
a lively interest in building up the business 
of this bank through services rendered; who 
are jealous of its reputation and prestige, 
and who are always conscious of the incen- 
tive that competition with other good banks 
provokes. It is no reflection upon the Fed- 
eral Reserve Banks to add that these factors 
are necessarily absent to a marked degree 
from the operation of those institutions.” 
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JUDICIAL ATTITUDE ON MORT- 
GAGE FORECLOSURE RELIEF 
MEASURES 


T HE legislature of Minnesota recently 
passed a Mortgage Foreclosure Relief 
Act which, although it does not pre- 
vent foreclosures, in reality upsets constitu- 
tional provisions in providing protection for 
mortgagors. In the event of a foreclosure 
the owner of the land may, by court order, 
stop foreclosure by advertisement and keep 
the foreclosure proceeding under the protec- 
tion of the court. The land owner may then 
secure by court order an extension of time 
for the redemption of his property to a date 
not later than May 1, 1935. Moreover, the 
law provides that suits cannot be brought 
for deficiency judgments during the period 
allowed for redemption. 

Although the court has pointed out that 
this Act was contrary to the constitutional 
rights of a mortgagee in that it violates the 
due process and equal protection of law 
guaranteed by federal and state constitu- 
tions and also impairs the mortgage con- 
tracts nevertheless the Supreme Court of 
Minnesota held that even if the Act runs 
contrary to constitutional provisions, the 
legislature, under its police power, has 
authority to enact laws of this character to 
relieve the public emergency which now 
exists. 

Courts of equity in various other states 
will also doubtless afford relief to the full 
extent of their powers to mortgagors wh 
property is subject to foreclosure. In order 
to protect the mortgagee the courts resort 
to every possible form of delay and fre- 
quently withhold confirmation of fore- 
closure sales. If the sales are made at a very 
low price and the result will be a large 
deficiency judgment against the mortgagor, 
the courts are inclined to withhold confirm- 
ation and insist upon rights which will 
relieve the mortgagor from a large deficiency 
judgment. 

Such decisions are probably in keeping 
with the extreme public emergency of the 
moment and are also indicative of the fact 
that legislatures and courts are doing every- 
thing possible to remodel the laws in ac- 
cordance with changed economic conditions 
to the end that, so far as possible, justice 
can be done to every debtor, particularly 
when food and shelter are at stake. 
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CONTRASTS IN CORPORATE AND 
INDIVIDUAL TRUST 
MANAGEMENT 


N excellent example of the value of 
trust funds managed by corporate 

fiduciaries, as contrasted with the 
wastefulness of individual management, is 
noted in the recent accounting of the Chase 
National Bank of New York as trustee 
under a trust fund created by John D. 
Rockefeller in 1917 to provide a life estate 
for his daughter, the late Edith Rockefeller 
McCormick of Chicago. The distribution 
under this fund is in marked contrast to 
the difficulties and serious shrinkage in 
the personal estate of Mrs. McCormick, 
which has been practically depleted, as 
shown from recent probate records. While 
the children of the late Mrs. McCormick 
are practically unprovided for so far as 
the records show as to her personal estate, 


the trust fund created by Mr. Rockefeller — 
and administered by the Chase National ~ 


is yielding substantial income to the chil- 
dren. The principal now subject to distri- 
bution is intact even after payment of in- 
come aggregating $4,773,567 from a corpus 
created with 12,000 shares of common stock 
of the Standard Oil Company of Indiana. 
From an original principal value of $3,640,- 
311, the fund, under the able management 
of the Chase National as trustee, has in- 
creased to a present value of $7,180,574. 
Mr. Rockefeller also set up a similar trust 
fund for his daughter, Mrs. Alta Rocke- 
feller Prentice. 

A survey of probate records reveals the 
manner in which estates and trust funds 
of prominent and wealthy New York fami- 
lies have been carefully preserved both as 
to principal and income when entrusted 
to trust companies, while the records are 
prolific of costly litigation, attorneys’ fees 
and other depletions where individual trus- 
tees and executors were appointed. A 
vivid example is the depletion of the Jay 
Gouldestate which may be cited as a modern 
instance of Jarndyce vs. Jarndyce, as the 
result of the appointment of individuals in 
the dual roles of heirs and beneficiaries as 
well as executors and trustees. In contrast 
and as showing advantages of corporate 
appointment is the administration by the 
City Bank Farmers Trust Company of 
New York as trustee of funds set up by the 
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late George J. Gould for his second wife and 
three children, with residuary fund divided 
also among the seven children of his first 
wife, the late Edith Kingdon Gould. 

It is noteworthy that in the will of the late 
Mrs. Oliver H. O. Belmont of New York, 
recently filed for probate, and leaving the 
bulk of her estate to Consuelo Vanderbilt 
Balsam, the former Duchess of Marl- 
borough, a trust fund is created with the 
City Bank Farmers Trust Company of 
New York, as trustee, for the benefit of the 
testatrix’s great-grandson, John G. Vander- 
bilt, the Earl of Sunderland. 
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CONTRACTS PAYABLE IN GOLD 


R ECENT test cases and court rulings 
furnish guidance to fiduciaries who 
may be concerned as to their duties 
under fiduciary appointments where con- 
tracts or bonds call for payment of gold in 
view of the action of Congress in abrogating 
the socalled ‘gold clause’ in government 
obligations and extending to all monetary 
contracts, past or future, public or private. 
The Irving Trust Company of New York 
has brought a suit against Hazelwood for 
the purpose of construing the provisions of the 
trust mortgage made by Libby’s Hotel Cor- 
poration. The obligation of the mortgagor 
provided that the corporation would pay 
the bearer or registered holder of the bond 
in gold coin in the United States, notwith- 
standing any law which may now or here- 
after make anything else a legal tender for 
the payments of debts. As a result of con- 
demnation proceedings and an award of 
$2,850,000 with interest, the trustee would 
soon be in a position to make payment to 
the bond holders. 
_ The Supreme Court of New York follow- 
ing the decision of the Court of Appeals in 
England in the case of Jn re Societe Inter- 
communale Belge d’Electricite vs. The Com- 
pany, decided that by reason of the presi- 
dential proclamation withdrawing ail gold 
coin and gold certificates from circulation, 
and by reason of conditions, the trustee 
could make payments in current funds and 
not in gold. It held that the gold dollar and 
paper dollar are both lawful mediums of 
exchange and that the paper dollar has the 
same coin value as gold. The trustee was 
instructed to accept current funds. 


GIANNINI APPRAISES NEW BANK- 
ING ACT 


IEWS entertained by A. P. Giannini, 
chairman and founder of the Bank 

of America of California, as to the 
probable effect of the Banking Act of 1933, 
especially as regards expansion of branch- 
banking and deposit insurance, acquire 
special interest. He says: “‘The new bank- 
ing law is valuable because it brings our 
national banking regulations up to the min- 
ute. It supersedes legislation that was anti- 
quated—designed for a period of banking 
development which is now entirely a thing 
of the past. 

“The deposit guarantee feature has al- 
ways seemed to me unnecessary if banks 
are operated properly under adequate super- 
vision, but it is justifiable on this ground, 
if no other. It will bring about a unified 
national banking system, an accomplish- 
ment which could never have been successful 
had Congress attempted it in the ordinary 
course of events, confronted with the pre- 
judices of the ‘states’ rights’ adherents. 

“Tf governmental guarantee of deposits 
had to come, this was the most propitious 
time in the history of the country, with 
everything at the bottom and the minimum 
number of banks in operation. The banks 
which are open, those which could pass mus- 
ter during a period of deflated values, surely 
will be stronger as values advance, and con- 
sequently the deposit insurance risk is less 
at this time than it may ever be again. 

“The Glass-Steagall act gives govern- 
mental endorsement to branch banking, 
which the Bank of America has successfully 
pioneered in California. In my opinion, it 
is the forerunner of legislation which even- 
tually will extend branch banking to a na- 
tionwide scale, as is the case in all other 
countries. 

“One significant feature of the act which 
should not be overlooked is the provision 
that minority stockholders of a national 
bank have the right to elect representatives 
on the board of the institution in propor- 
tion to the stock they hold through cumu- 
lative voting privileges. 

“The sections of the act dealing with 
operations of holding companies and secur- 
ity affiliates offers no obstacle to the opera- 
tion of the Transamerica Corp. and com- 
pliance can be effected without difficulty.” 








TAX-FREE TRUST INCOME 


N a report by the staff of the joint 
committee on Internal Revenue 
Taxes made for the benefit of the 
members of the Committee, reference is 
made to some of the legal methods by which 
an estate may save taxes. For example, 
irrevocable trusts are subject to the gift tax 
and the gift tax is not as high as the estate 
tax. Failure to exercise a power of appoint- 
ment may result in tax saving. Since be- 
quests to religious and charity institutions 
are free from tax, the result is a cutting down 
of the tax on the balance of the estate. Life 
insurance policies are tax free to the extent 
of $40,000. 

A recent decision of the United States 
Circuit Court of Appeals in Butterworth vs. 
Commissioner, March 3, 1933, is of im- 
portance to trustees. The case deals with 
taxes where a wife or a husband has the 
right to elect to take under a will, or to re- 
nounce and take the share of an estate under 
the laws of descent and distribution. But- 
terworth died in 1921, a resident of Penn- 
sylvania. In that state, as in many of the 
states, the wife had the right to elect 
whether she would take under the will or 
under the law. She elected to take under 
the will in lieu of her dower right in her hus- 
band’s estate. Had she elected to take under 
law, she would have been entitled to her 
share of the estate outright. Under the will 
she was entitled to income from the trust 
estate. Filing the income tax returns the 
trustees in computing the net income of the 
estate or trust, deducted the income which 
they had distributed to the widow during 
the vears 1924 to 1925. The Commissioner 
of Internal Revenue disallowed the deduc- 
tions and assessed deficiency taxes against 
the trustees. 

In reversing the judgment of the Board of 
Tax Appeals, Circuit Court Judge Wooley 
reviewed at length the various decisions on 
the peculiar questions involved in cases of 
this kind. He referred to the various at- 
tempts by rules and otherwise on the part of 
the Commissioner of Internal Revenue, to 
hold the trustees liable for such taxes with- 
out allowing them to deduct from the gross 
income the income which they had paid to 
the widow. He likewise referred to the vari- 
ous decisions of the courts in which there has 
been confusion as to whether or not the wid- 
ow was a beneficiary or whether upon re- 
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linquishing her statutory rights in her hus- 
band’s estate by electing to take under the 
provisions of the will, she takes as a pur- 
chaser for a valuable consideration. 

It is important to note that the court de- 
cided that whatever the nature of the estate, 
the payments to the widow are at all times 
income in the hands of the trustees. The 
duty of the trustee ends when it accounts 
for the income to the government for the 
purpose of taxes, and the returns may be 
made by deducting the income paid to the 
widow thus showing no tax liability on the 
part of the trustees. In other words, the 
right of deduction which Congress gave a 
trustee was not conditioned upon the tax- 
ability of the beneficiaries. The fiduciary 
may therefore deduct the income distributed 
from the gross income in making the tax 
return. The net result is that there is a 
doubt as to whether or not in such cases the 
widow will be called upon to pay a tax unless 
the amounts of income paid to her are equal 
to the value of her legal rights to a portion 
of the estate which she waived by electing 
to take under ihe will. 


, , 
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INSTITUTE OF REAL ESTATE 
MANAGEMENT 


fee HE deflation period has taught numer- 
45 ous valuable and practical lessons, 


not only as to real estate financing, 
but also as to management of real estate 
properties. It is interesting therefore to 
record the establishment of a new Institute 
of Real Estate Management by the Na- 
tional Association of Real Estate Boards, 
as the result of several years of study and 
discussion. The prime object is to secure a 
more accurate knowledge of the factors 
which affect the income-producing power 
of improved real estate, and to foster effi- 
ciency in management methods. Jt plans 
to collect data on the operation of various 
types of properties on such a basis that costs 
and returns may be compared between like 
properties in various cities or in the same city. 
To this end it intends to set up for its mem- 
bers units which they will be asked to em- 
ploy in recording of their own experience 
with specific properties. This will make pos- 
sible a factual study on a national scale. 
The new body will be a clearing house of 
management experience, and looks toward 
the establishment of a code of ethics. 
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TRUST COMPANY AS CENTRAL 
RESERVE FOR SAVINGS BANKS 


HE recently effected organization of 
the Savings Bank Trust Company 

and the Institutional Securities Cor- 
poration under the auspices of the Associa- 
tion of Mutual Savings Banks of New York 
State, is the culmination of years of study 
and effort on the part of savings banks to 
secure cooperative central agencies for re- 
discount of their mortgages and other long- 
term investments, as well as to create a 
liquid market of their own for mortgage 
holdings. It is a plan which seeks to pro- 
vide savings banks with discount and cen- 
tralized reserve facilities analogous to those 
provided for commercial banks by the Fed- 
eral Reserve System. Organization has 
been hastened by the collapse of the real 
estate market and the effect of protracted 
deflation in impounding the large volume of 
mortgage investments which constitute the 
bulk of assets in savings banks portfolios. 
It may also be assumed that the plan is 
heartily endorsed by savings bankers as 
providing a means of escaping membership 
in the Federal Reserve, as provided under 
the new Bank Act of 1933 and entailing 
obligations of deposit insurance. More im- 
mediately is the prospect of lifting present 
restrictions on savings deposits since the 
bank holiday and encouraging extensions 
toward borrowers on mortgages. 

The creation of a trust company as virtu- 
ally a central reserve bank for savings 
banks, signifies that this plan is not adopted 
for emergency, but to create a permanent 
agency through which savings banks can 
cooperate to mutual advantage and gain 
a larger measure of liquidity for their port- 
folios. Elsewhere in this issue are given 
details of organization. Suffice it to say 
that the Savings Bank Trust Company has 
practically the united participation of New 
York savings banks, that it has the approval 
of the New York State banking authorities 
and what is most important, it will give 
the savings banks, for the first time, access 
to the rediscount facilities of the Federal 
Reserve Bank as well as loans from the 
Reconstruction Finance Corporation which 
have already been authorized in substantial 
amounts. While the title of “trust com- 
pany”’ is employed, the Savings Bank Trust 
Company will not undertake to perform 
any trust functions. 


ECONOMY IN ESTATE TAXATION 


LEGISLATIVE measure presented at 
Al Albany contemplates a change in 
' the administration of the New York 
estate tax by doing away with the present 
costly method of legal procedure, chiefly 
through the Surrogates’ Courts and trans- 
ferring administrative control to the De- 
partment of Taxation and Finance. It is 
urged that this change will save the state 
$250,000 in cost of administration and at 
the same time increase the efficiency in 
collection of the estate tax. 

Under the existing procedure, the treas- 
urer of each county, in which the appraiser 
is not salaried is allowed 5 per cent on the 
first $50,000 of all estate taxes paid and 
accounted for by him; 2% per cent on the 
next $50,000, and 1 per cent on all addi- 
tional sums. Likewise, the surrogates in 
each county are entitled to fees under the 
terms of Sec. 249-dd of the tax law, not in 
excess of $4,000, provided such sum, to- 
gether with compensation paid the surro- 
gate does not exceed the entire compensa- 
tion paid to a justice of the Supreme Court 
in the judicial district of such county. 

It was recommended that the state pro- 
cedure be amended so as to follow the gen- 
eral lines of that used by the federal au- 
thorities. This would mean the schedules 
of estates would be filed with the Tax Com- 
mission and that body would determine the 
tax, while the Department of Taxation and 
Finance would proceed with its collection. 
This would permit the elimination of the 
$46,700 included in the next budget for 
surrogates’ fees. It would also permit the 
saving of about half of the $60,000 salaries 
and fees for attorneys now retained to pro- 
tect its interests in the surrogates’ court. 

The present procedure also requires that 
the Tax Commission maintain one or more 
clerks in such surrogate’s office at a total 
expense of about $40,000. If the suggested 
change is made, the expenses of senior 
examiners and clerks could be reduced 
about $10,000, and the fees and expenses 
of appraisers and assistant appraisers about 

75,000. There are also good reasons for 
believing that the work would be done 
more expeditiously. The bill would amend 
the Tax Law to make possible the change 
in the method of administering the estate 
tax as outlined, and may be brcught up at 
the next legislative session. 
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DOMESTIC AND INTERNATIONAL STABILIZATION OF 
MONETARY STANDARDS 


WHERE WILL CURRENCY DEBASEMENT AND “MANAGED INFLATION” 
LEAD THE UNITED STATES? 


H. H. PRESTON 


Professor of Business Administration of the University of Washington, Seattle, Wash. 








(Epiror’s Notre: Dr. Preston presents a scholarly survey of the progressive course of 
events which have led this Government to abandon the gold standard and embark upon an 
extraordinary program of “controlled inflation,’ involving devaluation of the go.d dollar, 
authority to expand currency and Reserve credit as well as introduction of bimetallism. 
The author draws liberally upon lessons of past experience in showing the dangers that inhere 
in the use of printing presses and deluge of paper money. His conclusions as to international 
cooperation in effecting monetary stabilization are of prime interest in connection with the 


deliberations at the World Economic Conference in London. 


He discusses also the effects 


thus far of the various monetary and emergency measures set in motion at. Washington.) 


N the autumn of 1931 a husband overheard 
the following sentence from his wife’s 
telephone conversation: “Sell all of your 

stocks and bonds at once, England has just 
gone on the gold standard.” With genuine 
solicitude he undertook to correct the error 
by pointing out that England had gone off 
the gold standard. But his helpmate was 
quite unperturbed. “She will be just as badly 
seared one way as the other,” was her re- 
joinder. 

A short time ago wild excitement reigned 
in the stock and commodity exchanges. The 
gold standard was gone; inflation was immi- 
nent. Happy days were here again in brok- 
erage offices. This time it was buy, buy, buy ; 
the United States was off the gold standard. 
The abandonment of gold by England in 1931 
was regarded as a disaster which she ac- 
cepted only out of bitter necessity; similar 
action in this country in 1933 was hailed 
with glee. Even traditionally conservative 
bankers applauded President Roosevelt's 
gold-abandonment, price-raising program. A 
people who listened with fearsome awe to 
President Hoover’s declaration during his 
campaign for reelection, that we escaped by 
barely two weeks from being forced from 
the gold standard, greeted the news that we 
had in fact cut the tie between gold and 


paper money with cheers of delight. 


Abandonment of Gold Linked with Inflation 
It is not difficult to explain this change in 
sentiment. 


Abandonment of gold was linked 


with the program of inflation. Three years 
of falling prices had put a crushing burden 
upon debtors, paralyzed production, broken 
down foreign trade, and undermined confi- 
dence in our economic and financial institu- 
tions. It is a historical fact that periods of 
rapidly falling prices have brought out a 
strong inflationary movement. Usually the 
forces of inflation have won at least a par- 
tial victory. The Greenback and Free Silver 
parties did not carry their cause, but they 
did check the greenback retirement program 
in the 1870’s and force through the Bland- 
Allison and Sherman silver purchase acts in 
1878 and 1890 respectively. The Spanish- 
American war helped to “prime the _ busi- 
ness pump” after the prolonged depression 
of the nineties; the fortuitious discovery of 
gold in Alaska and the great expansion in 
gold output in the Transvaal did more to 
ultimately defeat the cause for which the 
silver-tongued Bryan battled so valiantly 
than did the shrewd political leadership of 
Mark Hanna, although admittedly the latter 
was responsible for victory in 1896. 

Gold was blamed for falling prices in 1896, 
and it was blamed again in 1933. Prices in 
the nations that adhered to the gold stand- 
ard were dragged down more than in coun- 
tries, like England, that were freed from 
gold. Foreign trade was demoralized, and 
the popular explanation was depreciated 
currencies. This is less than a half truth; 
despite the widespread belief to the contrary, 
we closed the fiscal year June 30, 1933 with 
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a substantial balance of exports over im- 
ports. But a partial truth widely held can 
shape public opinion as effectively as a fully 
supported fact. Adherence to the gold stand- 
ard in a paper standard world was blamed 
for loss of foreign markets and the invasion 
of our domestic market by foreign producers. 
Domestic price deflation was count number 
one against gold, and foreign trade difficul- 
ties was number two. King Gold had lost 
favor with most of his American subjects: 
few indeed mourned when he was dethroned. 


Initial Results of Gold Embargo and 


Abandonment of Standard 

The first steps toward the abandonment of 
gold were taken in the banking crisis. <All 
withdrawals of deposits ceased, gold ex 
ports were restricted and before the banks 
reopened the emergency banking act of March 
9 had given the President power to do by 
law what he had done already by procla- 
mation, that is to prohibit the “export, hoard- 
ing. meiting or earmarking of gold or silver 
coin or bullion.” Acting under the authority 
thus conferred, the Secretary of the Treasury 
spread out his net and drew in a large catch 
of hoarded gold and gold certificates. Re- 
demption of paper money in gold was banned 
at the same time. Gold exports were made 
for a few weeks in order to stabilize the ex- 
ternal value of the dollar, i. e. the foreign 
exchiunge rate. From an economic standpoint 
the gold standard ceased to exist when it was 
no longer possible to redeem all forms of 
money in freely disposable gold. For a time, 
however, this had no practical Consequences. 
The dollar maintained its value in foreign 
exchange, and there has not been at any time 
au domestic gold premium. 

On April 20 the export embargo was clamped 
down tightly. The dollar fell sharply in 
terms of gold standard currencies, reach- 
ing a level of approximately 15% below par 
almost immediately. From this point it has 
drifted still lower in recent weeks. The 
effect is apparent. My University colleague 
who has been saving several vears for a 
summer in Europe now finds that his ex- 
change will cost him far more than he an- 
ticipated. The purchaser of a Swiss watch 
or a diamond, the world’s market for which 
is Amsterdam, pays a premium of 15 to 20 
per cent. On the other hand foreigners can 
buy dollars to advantage and temporarily 
at least, exports are stimulated by exchange 
depreciation. Foreign debtors can pay more 
easily. In substance, American travellers 
abroad, importers and others who remit 





abroad are placed at a disadvantage; ex- 
porters and foreign debtors gain. 
Immediately after the gold embargo was 
made effective the Administration’s controlled 
inflation bill was introduced into Congress 
as an amendment to the pending Emergency 
Farm Relief Act. This alignment was not 
accidental; one purpose of the Farm Relief 
Act was to bring about higher prices of par- 
ticular agricultural Commodities by restriet- 
ing the supply of wheat, cotton, corn, hogs 
and milk products. The Farm Relief Act 
also included a very comprehensive program 
with respect to agricultural credit.  Agri- 
cultural leaders have taken a prominent part 
in pressing for higher prices. In the defla- 
tion which has taken place during recent 
Vvears no Class of commodities has fallen as 
sharply as has the group called farm = prod- 
ucts. The wholesale price index for all com- 
modities had fallen in January to 61% of 
the 1926 level. Farm products stood at 
42.69%. The price of grains was less than 
one-third of what it had been in 1926. 


Controlled Inflation and Abrogation of 

the ‘‘Gold Clause’”’ 

With some changes during its legislative 
career the controlled: inflation bill became 
law May 12. The sections of the bill deal- 
ing with inflation (Title III) provide for 
six different ways by which currency or 
credit may be expanded. Five of these per- 
tain to methods of currency expansion and 
the sixth makes possible reduction of the 
reserve ratio of member banks of the Fed- 
eral Reserve system. Under the act the 
responsibility for initiating and controlling 
inflation rests squarely with the President. 

A final step was needed to definitely end 
the reign of gold. This was the abrogation 
of the so-called “gold clause’—a_ provision 
in monetary contracts specifying payment in 
gold of a certain weight and fineness. By 
this action the gold clause was removed 
from all obligations, past or future, public 
or private. Contracts containing this pro- 
vision may now be discharged in any form 
of legal tender. The controlled inflation bill 
and the joint resolution also made all forms 
of coin and paper money of the United States 
full legal tender. This explicitly included 
notes of Federal Reserve banks and national 
banks. Heretofore bank notes have had no 
legal tender status in the payment of private 
debts; now they are as good as gold. 

The justice of abrogating the gold clause 
depends upon the soundness of an inflation 
policy which may eventually involve re- 
duction of the weight of the standard dollar. 















































Ga 


TRUST COMPANIES 13 


If devaluation of gold coin is sound public 
policy, abrogation of the gold clause must 
be accepted as an inevitable concomitant. 
Bankers can raise no yalid ethical objection 
to it. Bank deposits are payable merely in 
legal tender money. It would be manifestly 
unjust, therefore, for a banker to demand 
gold and at the same time pay depositors in 
paper. Moreover it cannot be charged that 
the United States stands to gain, nationally 
speaking, at the expense of foreign creditors. 
Foreign investors hold large quantities of 
American bonds it is true, but on net balance 
we are a huge creditor nation. The war 
debts are payable in gold and the principal 
sum due is nominally eleven billion dollars. 
Private investments abroad are approximate- 
ly fifteen billion. Debtors in other lands will 
gain immediately by abrogation of the gold 
clause. 


Fresent Advance Not Due to Controlled 
Inflation 

It is rather futile now to debate the wis- 
dom or unwisdom of inflation. The legisla- 
tion has been passed. The power is lodged 
with the President to force the price level 
upward if it can be done. For weeks before 
the legislation was introduced the rising tide 
of inflation was so strong that some action 
was clearly inevitable. Three years of fall- 
ing prices have left us in a desperate plight. 
The farmer was receiving only half of pre- 
war prices. His taxes and mortgage pay- 
ments were more than double. Public debt 
—federal, state and local—is six or seven 
times the pre-war. The total debt, public and 
private, is almost equal to the amount of 
wealth. A ten-day holiday was necessary to 
save the banking system from complete col- 
lapse. Railroad systems were going into 
bankruptey. Taxes were delinquent. Mort- 
gage moratoria had been declared. Insur- 
ance Companies and savings banks were un- 
der strain. Unemployment was unabated. It 
was feared in many quarters that deflation 
and liquidation to a rock-bottom base might 
well mean a complete crash of the existing 
order. 

The price rise of recent months cannot be 
ascribed to the operations of the controlled 
inflation bill. The mere expectation of infla- 
tion has caused forward buying all along the 
line. This, -oupled with weather and crop 
conditions (especially in respect to wheat), 
has accounted for the advance. There is no 
question, however, of the President’s purpose 
to bring about a sustained price rise. If we 
assume that inflation is to take place we can 
forecast some of the consequences rather def- 
initely on the basis of past experience. War- 


time inflation—bottomed at that time on 
huge gold imports to this country and credit 
expansion—is a sufficiently recent experience 
to be familiar. It is not so easy, however, to 
forecast how the various possible measures 
of inflation will succeed or which of them 
may be called into play. 


Reserve Notes and Open Market Operations 


The only attempt at currency expansion 
to date has been through the issue of Federal 
Reserve bank notes based upon purchases of 
government securities. Effective May 25th 
the rediscount rate of the Federal Reserve 
jank of New York was lowered to 2% per 
cent. At the same time an expansion of open 
market operations in government securities 
was undertaken by the Federal Reserve 
banks. With the approval of the Treasury 
$25,000,000 of government bonds were pur- 
chased and a corresponding volume of Fed- 
eral Reserve bank notes issued. There was, 
however, no increase in reserve credit out- 
standing. This increase being offset by de-, 
clines in acceptances and rediscounted pa- 
per. The consolidated report for the Fed- 
eral Reserve banks as of June 7th showed 
total United States Government securities of 
$1.911.603,000, which is a record figure. 

The present open market purchases are 
moderate compared with those of a year ago. 
Open market purchases of government se- 
curities averaged approximately $46,000,000 
per week from the end of February to mid- 
August 1932, the net increase being over 
1,100 million dollars. During the eight 
weeks from May 4th to June 29th we lost 
$425,000,000 from the country’s stock of mon- 
etary gold, and at the same time there was 
an increase of money in circulation of $200,- 
000,000. The latter occurred because of the 
domestic demand for currency, principally in 
the Chicago area because of the banking scare. 

The Federal Reserve banks, under the pro- 
visions of the Glass Steagall Act, pledged 
United States Government bonds as security 
for Federal Reserve notes, so that on July 
6th there were $682,000,000 of United States 
securities back of the Federal Reserve notes. 
It was helpful in meeting the emergency, but 
as an inflationary program the heavy pur- 
chases of a year ago proved very disappoint- 
ing. At the present time gold cannot flow out 
and conditions are quite different. It is quite 
possible that the volume of reserve credit 
plus gold reserves may be sufficient to bring 
about an expansion of member bank credit. 
On the other hand it may merely inject into 
our money in circulation a large volume of 
sterile bank notes. 



























Bank Credit Drastically Deflated 

It is apparent to all students of the ques- 
tion that there is no lack of currency. Dur- 
ing 1931 our “money in circulation rose more 
than a billion dollars and maintained ap- 
proximately that level until the banking 
crisis when it shot up another two billion. 
Since then there has been a flow back of 1.5 
billion of redundant currency. It is bank 
credit which has been drastically deflated. 
From June 1930 to the end of 1932 total bank 
loans and investments and also bank depos- 
its declined more than 20 per cent. 

A fall of more than 13 billion in bank de- 
posits in two years is where we must look 
for the loss in buying power. Not only have 
deposits fallen in volume but their circula- 
tion has also become sluggish. Nine-tenths 
of our business is done with bank deposits 
circulating in the form of checks. When bank 
credit is again expanded we may expect 
prices and volume of business to increase. 
How far an expansion of reserve bank credit 
may serve to bring this about is problemati- 
-al. 

Experience has abundantly demonstrated 
that the danger of excessive inflation is less 
through bank notes than through direct issue 
of government paper money. This is the eas- 
iest and apparently the safest means of ex- 
pansion. We may expect accordingly that the 
experiment with Federal Reserve bank notes 
will be carried on for a time before resort is 
had to other provisions of the law, especially 
that for the issue of “greenbacks.” 


Fatal Experiences With Paper Money 

History is replete with illustrations of the 
use of direct issue of government paper 
money. Our first experiment with the print- 
ing press was the “Continentals”—a synonym 
for worthlessness to this day. Our next trial 
with the “Greenbacks” in 1862 gave us a 40c. 
dollar and a long, hard struggle for “resump- 
tion.” Europe has tried the experiment 
oftener and more recently. The astronomical 
figures attained by rubles, marks, krone and 
others attest the possible danger of a money 
not anchored to any specie base. Even the 
French and Belgian francs and the Italian 
lira fell so low that a return to‘gold was pos- 
sible only with a coin much reduced in 
weight and purchasing power. 

Rarely indeed have nations tried the print- 
ing press and avoided over-issue. If we try 
the experiment we may only hope for cau- 
tion. The law permits three billion of green- 
backs to buy maturing government obliga- 
tions. A 4 per cent annual retirement fund 
is also provided. The latter feature is good, 
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but we know that the program of retiring 
$4,000,000 in greenbacks was stopped by Con- 
gress in 1868, after $44,000,000 had been re- 
tired. 

It appears safe now to predict a signal 
failure for the section authorizing the pay- 
ment of silver for war debts. Great Britain 
only has silver available. The debtors will 
apparently pay little, if any, of the June 15th 
installment, and in six months this provision 
lapses. In any event, it would add a maxi- 
mum of $200,000,000 to the outstanding silver 
certificates, an insignificant amount as an in- 
flationary measure. 

The possibilities under the section permit- 
ting the President to restore the free coinage 
of silver are much more far-reaching. His- 
tory has shown us the problems connected 
with bimetallism. We abandoned it in this 
country in 1873. In my opinion we cannot 
go on a bimetallic basis as a nation without 
disastrous results. If we ever readopt it 
again it must be as an international stand- 
ard. I think the probability of its adoption 
very remote, but it is significant that the 
President in his conversations with the finan- 
cial minister of Mexico agreed that some- 
thing must be done to stabilize silver. More- 
over, he has included prominent representa- 
tives of the silver interests upon the delega- 
tion to the World Economic Conference. 


Significance of Devaluation 

The controlled inflation act provides that 
the President may reduce the gold content 
of the dollar by not more than 50 per cent. 
This may be accomplished by one cut or by 
constant readjustment. Devaluation—reduc- 
ing the specie content of a standard coin—is 
not a new device. When a medieval king cut 
down the weight of coins we called it debase- 
ment; it was done for his personal advan- 
tage. Devaluation was practiced in 1926-28 
by Belgium, Italy, France and other coun- 
tries. In all of those cases inflation had 
already taken place. French prices in 1928 
were more than six times pre-war; the paper 
franc was worth approximately one-fifth of 
its former parity in foreign exchange. De- 
valuation merely cut the gold frane down to 
conform to the paper franc—the existing 
standard of prices. The new frane contains 
one-fifth as much gold as the former unit 
coin. To the pre-war creditor it meant four- 
fifths repudiation. 





It seems likely that devalution—if it comes 
—in this country will follow other inflation- 
ary measures. Until recently it seemed that 
the gold clause in most of our monetary ¢con- 
tracts—“in gold coin of the present weight 






TAs, 


eh 


is 



























































































TRUST COMPANIES 


and fineness’—would serve to nullify any 
relief to debtors by this method. But that 
obstacle has been removed by the abrogation 
of the gold clause. The way is now clear to 
deyalue the dollar, either to sustain domestic 
prices on a higher level or to stabilize our 
money in relation to British and other cur- 


rencies. 


Stabilization of Dollar and International 
Monetary Standards 


The immediate objective of the Adminis- 
tration is the price-raising program. The 
outcome of the effort in this direction is still 
problematical. Closely related to this are 
two other questions with which we can deal 
only briefly. The first of these is the stabili- 
zation of the dollar in relation to the pound, 
the franc and other moneys. The second is 
what will be the international monetary 
standard of the future. 

It appears that British sentiment is now 
shifting toward some form of stabilization. 
Many British leaders have, in the past, ad- 
vocated a permanent managed paper stand- 
ard: they have looked to a widening “sterling 
area” in which the pound would be the stand- 
ard. But the dollar’s divorce from gold has 
shown them how difficult is the task of man- 
agement when all currencies are fluctuating. 
It is reported, therefore, that an active will 
now exists in England to accept a common 
international standard. 

The unsettled conditions of the past two 
years emphasize the advantage of an inter- 
national standard. The gains of having a 
common monetary basis are that it greatly 
facilitates foreign trade and foreign credit 
operations. As long as nations adhere to an 
international standard, e. g. gold, the price 
or rate of foreign exchange cannot fluctuate 
more than the cost of shipping gold. Prices 
of international commodities are on a com- 
mon basis. 


What Shall Be the Basis of an International 
Standard 

If it is agreed that the ideal standard is 
an international standard, shall it be gold, 
bimetallism or some hitherto untried form? 

Let us consider briefly the case of each, 
taking up first bimetallism. Even before the 
widespread abandonment of gold the fall in 
the gold price of silver had revived the sil- 
ver issue. International bimetallism is urged 
as a means of restoring the price of silver 
and the silver exchange rates. It is further 
urged because of an alleged shortage of gold. 
The support for bimetallism has come from 
silver producers in the United States, ex- 
porters whose principal business is with 


China and those who regard it as the sim- 
plest means of supplying more money and 
hence bringing about higher prices. 

There is a widespread and persistent fa’ 
lacy that silver is the standard money of a 
billion or more people in the Orient. This 
comes about because these nations are “silver 
using” in the sense that they have a prefer 
ence for hard money, and silver holds the 
principal place because of the low level of 
money incomes. As a matter of fact China is 
the only nation with a legal silver standard. 
India, a “silver using’ country, has for more 
than thirty-five years been on a_ gold-ex- 
change standard. The rupee is linked to the 
British pound sterling at a ratio of 1 shilling 
6 pence per rupee. The peso of the Philip- 
pines in like manner is exchangeable for 
dollars at a ratio of two for one. The Kem- 
merer Commission in 1929 recommended a 
similar plan for China and the prospects of 
its adoption were good, had it not been for 
the world-wide crisis. Bimetallism is non- 
existent; China alone has the single silver’ 
standard, and 59 countries nominally claim 
gold as standard. 


Bimetallism 

Nevertheless a good case can be made for 
international bimetallism, if universally 
adopted and rigorously adhered to by the 
leading nations. It could link once more the 
gold and silver standard countries, and thus 
solve the problem of the gold-silver ex- 
changes. It would recognize the fact that 
nearly four-fifths of the world’s annual silver 
output flows into the monetary stock of the 
world. It would furnish a specie anchor for 
the inflation movement, thus exercising some 
control. 

Grave problems must be met, however, if 
bimetallism is to be reintroduced. The old 
ratio of 16:1 is clearly impossible in a world 
where the commercial ratio was until recent- 
ly 80:1 and is now approximately 60:1. Dis- 
cussion of proposed ratios reveals hopeless 
division. Remonetization of silver would al- 
most certainly result in inflation. How far 
it would go is a matter of conjecture. There 
is, moreover, a historical prejudice against 
bimetallism because of the difficulty of keep- 
ing the market and coinage ratios in proper 
adjustment. It is only fair to say in this 
connection that bimetallism never had a fair 
trial with a uniform world ratio. 


Reestablishment of the Gold Standard 

A year ago the Gold Delegation of the 
League of Nationals, experts representing 
eleven different nations, brought out its final 
report. The Delegation gave a unanimous 
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affirmative answer to the question: Shall the 
gold standard be reestablished on an inter- 
national basis? This verdict was rendered in 
the following language: 

“The Delegation. however, records its be- 
lief that. at. the present stage of world eco- 
nomic development, the gold standard re- 
mains the best available monetary mechan- 
ism: * * * Phe Petegation is, moreover, of 
the opinion that, granted the general accept- 
ance of certain guiding principles, the gold 
standard is capable of functioning in such 
a way as to achieve most of the advantages 
of stability and justice claimed for alterna- 
tive standards more broadly based on com- 
modities other than gold.” 

Among the conditions necessary to the 
successful restoration of an _ international 
standard are: freer movement of world 
trade; solution of the World War debt prob- 
lem, allowing gold movements to influence 
the price level in countries where received, 
instead of being held sterile in subterranean 
vaults: and balancing of national budgets 
everywhere. 

The most serious objection to gold as stand- 
ard is the possibility that the supply will 
prove inadequate to meet the world’s need. 
The Gold Delegation met the charge that a 
gold shortage is responsible for the world 
crisis as follows: “* * * We wish at this 
point to record our opinion that the world’s 
total stock of monetary gold, apart from any 
considerations as to its distribution among 
different countries, has at all times in recent 
years been adequate to support the credif 
structure legitimately required by world 
trade and that the rapid decline in prices, 
which began in 1929, cannot be attributed to 
any deficiency in the gold supply considered 
in this sense. During the six years from the 
end of 1925 to the end of 1931, the world’s 
central gold reserves increased from about 
$9,150,000,000 to about $11.350,000,000, or at 
un average rate of 3 2/5 per cent per annum.” 


International Cooperation Is Essential 


It is agreed that the long-time trend of 
prices will depend at least in considerable 
measure upon the relative supply of mone- 
tary gold. Future output is unpredictable, 
but it is interesting to note that the 1932 
production broke the all-time record. In 
addition to the mine output of nearly $500,- 
000,000 over $200,000,000 were released from 
the hoards of India and China, making the 
total addition to the world’s monetary gold 
stocks over $700,000,000. The Bank of Eng- 
land on May 24th reported £187,008,683, an 
all-time record. The Bank of France is also 
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at record figures. Germany is short, but 
Europe as a whole has 50 per cent more gold 
than in 1929. A gold shortage may come, but 
it is not imminent. 

It must be recognized that the gold stand- 
ard means more than a legal agreement to 
redeem paper currency in gold. With bank 
credit playing so large a part in our medium 
of exchange the gold standard has become an 
intricate system built upon long practice. The 
friends of gold realize that the system has 
functioned unsatisfactorily but do not lay the 
responsibility at the door of gold as such. 
International cooperation is essential to the 
satisfactory functioning of any monetary 
standard. We must be bold enough to hope 
that a greater degree of cooperation is pos- 
sible in the future. Mr. McKenna, the emi- 
nent English banker has stated: “Deliberate, 
skilled and resolute monetary management, 
with or without gold, is a sine qua non of 
steady economic progress.” 


oe 


Re fe fe 
BRANCH BANKING EXPANSION IN 
PACIFIC NORTHW1i ST 

The provisions of the Glass-Steagall Bank- 
ing Act, permitting national banks to oper- 
ate statewide branches, have already served 
to stimulate the extension of branch banking 
in Oregon and Washington under the lead- 
ership of strong national banking institu- 
tions of Portland and Seattle. Washington 
has followed the lead taken by Oregon in 
permitting statewide branch banking, under 
a new law which allows banks with capital 
of $500,000 or over to establish branches in 
other cities. 

In Oregon the United States National Bank 
of Portland was the first to take advantage 
of these provisions and has opened a branch 
at The Dalles and another at Pendleton, both 
of which towns have been without banking 
facilities for several months. Previously, 
four of its Portland affiliates were converted 
into branches. The First National Bank of 
Portland, controlled by Transamerica Cor- 
poration, has already applied for charters to 
open branches in Pendleton and The Dalles, 
with a program contemplated to cover other 
sections of the state. 

In Washington the Transamerica Corpora- 
tion is planning a_ statewide system of 
branches. The First National Bank of Se- 
attle. with capital funds of $10,000,000, has 
recently converted four bank affiliates into 
branches, with approval of the Comptroller 
of Currency. The National Bank of Com- 
merce of Seattle, of which Manson Backus is 
president, has established a branch in Cen- 
tralia, a town which has not had bank ac- 
commodations since December. 
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CHARTING A SAFE COURSE FOR TRUST INVESTMENT 


Coordinating Policies and Methods of Supervision 


L. L. McARTHUR, JR. 
Vice-president of The Northern Trust Company of Chicago 








(Epitror’s Note: Character and type of investments desirable for trust accounts have 
changed very materially within the past three and a half years. Investments formerly regarded 
as gilt-edged and premier for trust funds have in some instances fared badly, not because of 
lack of sound judgment or foresight, but because of unprecedented reverses in the general 
economic situation. Mr. McArthur discusses particularly the elements of supervising individ- 
ual trusts, individual securities and supervision of the instilution’s investment policy. The 
conclusions presented have added merit as embodying principles which have been effectively 
employed in the trust department of the organization with which Mr. McArthur is associated.) 


NVESTMENT supervision may be divided 

into three parts: (a) the supervision of 

the individual trust: ()) the = supervi- 
sion of the individual security; and (c) 
the supervision of an institutional invest- 
ment policy. 

I propose to take up in order, each of 
the foregoing: something of the need for 
each, something of the mechanical methods 
of accomplishing it, and some of the pitfalls 
which may attend neglect of any one of the 
division. 

The Supervision of an Individual Trust 

To each of us in the administration of 
trusts, has come from time to time caustic 
criticisms of the handling of investments in 
trusts estates by companies who are by 
locition or circumstance our competitors. 
The longer we have been in the field, the 
less critical of this we ourselves become; 
the less we are inclined to pass judgment 
without a complete (and I purposely under- 
line that word), exposition of the facts. For 
the criticism almost invariably takes the 
form of “Wouldn’t any thinking man have 
hesitated to buy this or sell that during 
the year 19xx?’ And the answer, if ap- 
plied to any general situation might very 
possibly be “Yes!” But what the layman 
making the criticism fails to realize is that 
the supposed culprit trust company wasn't 
dealing with any general situation but with 
a most, most particular one. 

Each trust must be considered as a_ sep- 
arate entity. We cannot in a broad way, 
operate the estates committed to our care as 
many efficiency experts would have us do. 





by having us convert the assets of each into 
cash, and then investing each so similarly 
that all of our trusts would resemble one 
another as closely as multiple twins, differ- 
ing from each other only in age and size of 
sinews. If we could, most testators could 
vastly simplify the problems of trying to 
produce, year after year, an income for 
their widows and leaving the residue for 
their children by directing that their trustee 
invest all of their estate in shares of some 
super-investment trust. But do they do that? 
We'll all in chorus say “No!” 


Powers Given to Trustee 

Each will, each instrument creating 4 
voluntary or insurance trust, contains spe- 
cific instructions to the trustee as to how 
that particular estate should be invested, 
or if by any chance the creator of the trust 
omits such directions, the law of each state, 
sometimes simply, sometimes abstrusely, sup- 
plies them. Few testators, unfortunately, 
fail to express either their preferences or 
their prejudices on this subject, and woe 
betide the unfortunate trustee who fails to 
follow the directions given down to the mi- 
nutest comma which they contain! Consider 
therefore first, foremost and all of the time, 
the powers given the trustee. If authorized 
only to invest in United States Government 
bonds, stick to United States Government 
bonds! 

If authorized only to invest in real estate 
mortgages, stick to real estate mortgages 
according to the specifications laid down in 
the trust instrument. If authorized only to 
invest in railroad securities, stick to rail- 
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road securities. But, in the particular field 
in which the choice of investment must be 
found let us pick out that security which 
can be successfully demonstrated as being 
the best suited for the trust, not just taking 
anything that falls in the specified class. 
Carefully preserved written memoranda 
showing why a given security was purchased, 
that it had been selected after diligent search 
and thorough analysis, are apt to prove in- 
valuable as the years elapse. 


Retention and Purchzse of Investments 
The laws of the several states differ greatly 
on the subject of the retention by a trustee 


of investments originally constituting the 


corpus of a trust, but even where the terms 


of the trust document or a local statute 


tends to absolve the trustee from all liability 
for retaining such feel that the 
instructions given to the trustee as to new 
investments he may make should be taken 
-arefully into consideration when the time 
for reviewing inherited securities occurs. A 
grantor who directs his trustee to invest 
new funds only in government bonds, prob- 
ably does not contemplate the trustee re- 
taining all of his assets in unsecured prom- 
issory notes of individuals or corporaticns, 
even though he gives the trustee the right 
to do so. The heirs of a man who directs 
that his trustee should invest only in the 
highest grade municipal obligations, are like- 
ly to make trouble if the trustee continues 
to hold the estate indefinitely in common 
stocks. Not that in the ordinary instance, 
where there is a power to hold, the trustee 
is obligated to go out the next day and sell 
all of the assets for what they will bring on 
the courthouse steps, but consideration as to 
the advisability of retaining or disposing of 
them may be somewhat colored by the in- 
tent of the testator as expressed in the di- 
rections regarding the investment of new 
funds. 


assets, I 


Frequent and Periodical Review 

So, because no individual nor institution 
can buy a security today that he can ab- 
solutely bank on being in the same status 
the next, it is imperative that both the 
securities purchased by the trustee and those 
that he inherits, be reviewed frequently. 
Therefore the individual trust must peri- 
odically be brought up for consideration as 
a separate entity. How often, naturally, 
depends upon the nature of its assets. To 
illustrate by extreme A trust con- 
sisting wholly of United States Governments 
of long duration where the trustee is author- 


cases = 


ized only to reinvest proceeds of maturities 
in like securities, or a trust consisting only 
of a piece of real estate under a well secured 
ninety-nine year lease, need per se perhaps, 
be reviewed as an entity only once each 
year: whereas a trust consisting largely of 
common stocks or third grade bonds where 
the trustee has both the power of retention 
and broad powers of investment, ought to 
come before the investment committee per- 
haps semi-annually, perhaps quarterly, per- 
haps oftener. 

At the review of the trust as an entity. 
many things besides the retention or sale of 
a given security must be considered. The 
general set-up of the trust must be clearly 
set forth in the report given to the con- 
sidering committee. Market values, yields. 
costs, classification of securities as to nature, 
as to type, must be clearly presented, as well 
as the powers of the trustee. The reviewers 
must consider not only the diversification 
of the account as between stocks, 
mortgages and real estate, but how 
the trust is proportioned between all the 
different types of securities in differing fields. 


bonds. 


also 


It is not much of a diversification to find 
all of a trust divided (a) 25 per cent in 
stocks of utility companies; (b) 25 per cent 
in bonds of utility holding companies; (c) 
25 per cent in first mortgage bonds of utility 
operating companies; (d) 25 per cent in real 
estate directly or indirectly leased to utility 
companies! Yet the casual observer might 
comment “What an ideal distribution 
quarter in equities; one quarter in high 
yield bonds; one quarter in the primest of 
fixed income bonds for the ultimate of safety : 
one quarter in real estate to take care of 
any contingency !” 


Needs of Life Tenant 

Two other factors aside from diversifica- 
tion and investment direction to which 3 
trust review committee in the consideration 
of an individual trust must give thought are: 
(a) any special needs of the life tenant: 
and (b) the probable termination of the 
trust. It is rather common knowledge that 
“discount” bonds tend to yield rather less 
than those which command a premium. Is 
it fair to the life tenant always to buy those 
securities which sell at a discount and which 
through “call” or subsequent market ap- 
preciation, are going to enhance the value 
of the residuary estate without any appre- 
ciable compensatory effects upon his  in- 
come? Is it fair on the other hand to buy 
always those securities at high premiums, 
which, even though the premiums are amor- 


one 





TRUST COMPANIES 19 


tized, offer nothing but possibility of loss 
to the remaindermen? 

Some reasonable sort of compromise has 
to be offered between rigid adherence to the 
two policies. The choice of the investment, 
too, should be governed, to a reasonable ex- 
tent, by the needs of a life tenant and the 
circumstances to which he or she is exposed. 
It is not very fair to take a small trust 
whose life tenant is enormously wealthy, 
and to invest its funds in securities which 
ure 100 per cent subject to local and na- 
tional taxes, when an equivalent safety of 
investment, so far as it is humanly possible 
to observe, could be attained through the 
purchase of securities exempt from those 
taxes, and affording the life tenant a sub- 
stantially higher net income, without hazard 
to the remainder interest. Nor is it, in my 
opinion, good trusteeship when either life 
tenant or remainderman, advises the trustee 
that his or her assets are largely tied up 
in real estate in a given locality, for the 
trustee forthwith to proceed to invest the 
fund committed to his care in assets de- 
pendent upon the success of similar local 
conditions. 


Termination and Distribution of a Trust 

The opinion of many trust officers as to 
the advisability of taking into consideration 
the termination of a given trust would natu- 
rally vary. My own idea is that it should 
be very much on the Revievy Committee’s 
mind. Of course, there are ten or twenty 
trusts in every trust department where the 
termination of the trust is of unknown date, 
ws compared to one in which it is possible 
to set the date when the trust is rather 
detinitely to fall in, but we all have a goodly 
humber of guardianships, life insurance 
trusts, ete., which are to be distributed, in 
whole or in part, when a certain girl or boy 
attains the age of eighteen, twenty-one, twen- 
ty-five, or whenever it may be. 

In such cases is would seem advisable to 
try to arrange that the investments such a 
trust contains, be as liquid as possible at 
the time a distribution is to be made. It 
is rumored that, in some instances, a boy 
or a girl who has been looking forward for 
some years to receiving a distribution of a 
trust at a given date, and has planned to use 
the distribution for a specifically anticipated 
purpose, is not too pleased to be handed a 
security “which is in all probability O. K., 
but for which, sir, or madamoiselle, there 
just is no market at this time.” 

Similarly, I feel there should be taken into 
consideration the manner of distribution in 


a trust whose date of termination is known, 
when dealing with the investment problems 
of that trust. I refer not only to so-called 
“wasting trusts’ which at all costs should 
be kept liquid, but also where the ultimate 
distribution will involve dividing the fund 
into small fractions. As an extreme ex- 
ample, J} am reminded of a rather small 
trust to be held for a definite period of years 
and then divided into 34ths. 

If in such a trust at the time of its termina. 
tion there were an individual first mortgage 
and the same conditions obtained with res- 
pect to this form of investment as have ob- 
tained during the past two or three years, 
it is unlikely that the trustee would be 
in a position to make a complete distribu- 
tion. This would cause dissatisfaction with 
the individuals involved and quite possibly 
would necessitate the trustee continuing to 
hold, until ultimately liquidated, that par- 
ticular mortgage for all the parties at in- 
terest, for their heirs and assignees. It can 
readily be appreciated that to do this will 
involve infinitely greater expense to the trust — 
company than can possibly be justified by 
any compensation you can collect. 

For market fluctuations or liquidity of 
investments where nobody can tell in ad- 
vance when distribution will have to be 
made, no special heed need be given, but 
where the date of distribution is known, 
these two factors should be given very def- 
finite consideration. 


Machinery for Review 

Before going on to the second phase of 
trust investment supervision, I would like 
to bring to your attention one final matter 
as it concerns the review of trusts in units. 
Each company will, of course, build up the 
machinery necessary to accomplish such re- 
views; the machinery in each case being 
adapted to the size and particular needs of 
the individual institutions. Such machinery 
is not very difficult to create. It is very dif- 
ficult to keep functioning effectively. Only 
tov often more elaborate systems will be 
installed than are actually needed. Where 
this is the case, they nearly always slow up 
action to the point where it becomes inef- 
fective. 

After the statistical report on a trust has 
been prepared, see that its presentation to 
the review committee, to the senior execu- 
tives, to the board of directors, or what- 
ever gamut the reports must run, does not 
consume too much time. In the investment 
field, conditions change very rapidly, and 
there is danger that a sound idea on the 
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part of some one in the organization may 
come to naught by reason of the fact that 
numerous committees must have lots of time 
to “think the matter over, to get further 
information; to inquire of so and so” before 
it ean be converted into action. A system 
is not satisfactory which permits a recom- 
mendation for the sale of securities to be 
accomplished only after the item of informa- 
tion on which it has been based has become 
public property, and where the bond whose 
eale at 9S seemed wise, can only be marketed 
at 65. 
Supervision of Individual Securities 

In almost every (rust department there 

will be found either through inheritance or 
through purchase, substantial blocks of a 
given security. This is frequently the result 
of having a so-called “approved list’? con- 
taining names of bonds and other securities 
which have been carefully analyzed at the 
time of their being put upon this list. From 
it. the investment officer, either alone or in 
conjunction with other readily accessible in- 
dividuals, may select a particular investment 
for the funds on hand in a given trust. After 
a time these purchases build up substantial 
holdings. The presence of many of these 
large blocks of securities demands the set- 
ting up of machinery periodically to review 
them. The size of the holdings permits the 
expenditure of a good deal of time and money 
in that connection, for in the aggregate they 
represent a substantial stake on the part of 
the trust department. 

In the statistical analysis of a given trust 
it is not possible, on an economic basis, for 
the professional trustee to gather more than 
the ordinary information, such as is afforded 
by the usual manuals, services, etc. It is 
not only economically possible, but highly 
expedient for a trust company to compile 
vastly more extensive data on issues which 
it is buying in large quantities for the vari- 
ous trusts committed to its care, or where 
it has inherited substantial quantities of a 
given security. In other words, it is only 
common sense to know that a trust company 
cannot afford, on the basis of its very modest 
compensation, to spend undue time or effort 
in investigating the factors affecting an iso- 
lated holding of a ¢500 bond; that it can 
very well afford a special investigation of 
an issue in which it through various trusts 
is interested, let us say, to the extent of one 
million dollars. 

Some sort of a method must therefore be 
evolved to provide for the supervision of 
given securities in which the institution is 
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heavily interested. While the element of 
time in this phase of investment supervision 
is, as in the case of the individual trust, im- 
portant ; that is. that ticklers should come 
up automatically at stated intervals to re- 
view the given security, nevertheless, the 
frequency of consideration cannot be as def- 
initely set. Every statement issued by the 
company concerned, every news item pertain- 
ing to it, every important market fluctuation, 
should be caught. Machinery must be sel 
up to assure this being the case. Exhaus- 
tive analyses must he made, and these should 
consider “trade” factors in general and 
trends in a given field. Expense should not 
be spared in making special investigations. 
consulting outside sources, in ordering out- 
side special reports. 
Specific and General Considerations 

But when consideration has been given [to 
a special security without regard as to where 
the recommendations made 


it may be held, 
need not always be 


by the considering body, 
applied to the trust department's entire hold- 
ings of the given issue. For instance, in 
considering a special security selling at what 
seems to be a reasonable price, sale may be 
Circumstances surrounding half 


suggested. 
yvidually considered, 


a dozen trusts, when indi 
may show very eood reason why the given 
security should not be sold. Perhaps in the 
investment powers alone. will be found suf- 
ficient justification for its retention. 

Perhaps the diversification of investments 
in a given trust is such that any risk in- 
volved in its retention would be well war- 
ranted. Perhaps sufficient reason will be 
found from the interests of a co-trustee, life 
tenant or remainderman, 50 that ordinary 
common sense will say “don't sell.” But in 
any case, where in connection with a given 
trust, action is taken eontrary to any general 
policy relative to a given security, a memo- 
‘andum of the reasons therefor should be 
carefully preserved for use in later years. 

Sometimes I think we are inordinately 
afraid of inconsistency. In the trust busi- 
ness, as in life: “While Trust Sprat can eat 
no fat; Trust Mrs. Sprat can eat no lean.” 
On occasion the composite weekly report of 
any trust department will disclose it as both 
buyer and seller of the same security. but 
for different trusts, trusts having vastly dif- 
ferent backgrounds. 

Supervision of Trust Investment Policy 

Lastly, in the field of trust investment 
supervision, we come to that phase known 
to me as “trust investment policy.” This is 


(Continued on page 92) 
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PROBLEMS IN DELEGATING DISCRETIONARY POWERS 
TO SUCCESSOR TRUSTEES 


GUIDING RULE OF CREATOR’S INTENTION 


JOSEPH C. MOSER 
Vice-president and Trust Officer, Marshall & Illsley Bank of Milwaukee, Wis. 





(Epitor’s Norte: 


The subject of assuming disereiionary fiduciary powers in trust 


instruments on the pari of successor trusiees acquires importance at this time because of the 
considerable volume of trust business that is either being liquidated or delegated by judicial 
authority to successor trusizes, both corporate and individual. Mr. Moser has made a thor- 
ough study of judicial decisions and staiutes on this subject, the results of which are embodied 


in the following.) 


HE difficulty that I have exnerienced 

in attempting to formulate definite 

rules for guidance in connection with 
successor trustees, has been occasioned not, 
as is frequently the case, by a dearth of au- 
thorities but rather by their excess. Fre- 
quent apparent conflict in cases substantially 
identical causes judicial declarations to lose 
their value as guide posts. 

The powers which a trustee of an active 
express trust has in connection with the 
management of trust property consist, in 
the first instance, of those general powers 
which are incidental to his office and are his 
as though the trust property belonged to him, 
and secondly, of those special powers that 
are conferred by acts of the legislatures, 
courts and trust instruments. The general 
powers usually cause us no concern and may 
generally be exercised by the substituted 
trustees. 

Intention of the Settlor 

Our concern is rather with the power of 
substituted trustees to exercise special pow- 
ers among which are the power to sell the 
trust property, the power to change invest- 
ments, the power to terminate the trust, the 
power to determine those who shall receive 
the fund and the portions therecf. After dili- 
gent search and due deliberation, I have 
come finally to the rule that whether or not 
a substituted trustee may exercise special 
powers granted to the original trustee is, in 
the absence of statute, dependent upon that 
very illusive criterion—the intention of the 
settlor. The intention of the settlor has been 
declared to be the law of the trust. 

To determine this intention it is necessary 





to consider the entire trust instrument and 
the nature and objects of the trusts created 


by it. If from such an examination the. 


conclusion is that the execution of the power 
is intended to rest upon the judgment or 
diseretion of the original trustee and was 
granted to him because of a special or per- 
sonal confidence reposed in him, then, in the 
absence of statute or an express declaration 
by the settlor to the contrary, the power may 
not be exercised by the new trustee. If, how- 
ever, it appears that the power is annexed 
to the office of the trustee for the purposes 
of the trust and to promote its objects, then 
it will pass with the trust to the successors 
in office of the original trustees and can be 
exercised by them. 

In England, the court, in a leading case’ 
indicated that the mere fact that a power 
required the exercise of a wide personal dis- 
cretion by the trustee should not be sufficient 
to exclude the presumption that the power 
was given to whoever occupied the office: 
furth*r, the court there required that the 
reliaace of the settlor on the individual to 
the exclusion of the holders of the office 
should be expressed in clear and apt lan- 
guage. There seems to be a tendency in 
several of our states to create the same pre- 
sumption.” 

Whether such a tendency would be accept- 
able to other states, in the absence of. stat- 
utes creating a presumption is doubtful. 
Particularly would such a rule bardly be 
acceptable to a state whose courts had de- 


1In re Smith (1904) 1 Ch. 139, 89 L. T. N.S. 604. 


2See Mercer vs. Safe Deposit & Trust Co., 91 Md. 102, 45 
All. 865. Also see Sells vs. Delgado, 186 Mass. 25, 70 N.E. 
1038, 
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clared that it is common knowledge that 
the nomination of natural persons as execu- 
tors in a will is based on the testator’s re- 
liance on the individual’s integrity, sagacity, 
good faith, ability, sympathy and friendli- 
ness.° 
Where the Statutes Govern 

Some states, among them Connecticut, 
Maine, Massachusetts, New Jersey, New 
York, Pennsylvania, Rhode Island and Wis- 
consin, have statutes regulating the matter. 
The statutes are generally of two types in 
one of which the powers purported to be 
vested in the new trustees expressly include 
discretions of original trustee and in the 
other in which discretions are not expressly 
included. 


Unfortunately the statutes are not of as 
much assistance as could be desired. In 
Rhode Island in which a section of the stat- 
ute expressly included discretions among the 
powers exercisable by successor trustees a 
subsequent section expressly limited the 
former section by declaring its terms ap- 
plicable only if no contrary intention is ex- 
pressed in the trust instrument. This in 
effect hardly does any more than create a 
feeble presumption, if even that is done, that 
the powers are to be exercised by the suc- 
cessor trustee. Even in Rhode Island the 
necessity of ascertaining the creator’s inten- 
tion remains. 

In Maine wherein the statute expressly in- 
cluded discretions, it was held in Chase vs. 
Davis (65 Maine 102), that the power of 
executors in a will to sell, if in their judg- 
ment they should deem such sale for the 
best interests of all concerned, could be ex- 
ercised by a substituted trustee. 

In states having statutes that do not ex- 
pressly designate discretionary powers 
among those that vest there has been a vari- 
ance of opinion as to whether or not discre- 
tionary powers pass. 

In Connecticut it has been indicated that 
neither the statute there in force nor the 
general law authorized a successor trustee 
to perform discretionary powers founded 
upon personal confidence in the original ap- 
pointee.‘ 

In Massachusetts it has been held, under 
a statute not expressly including discretion- 
ary powers, that the new trustee succeeds to 
the powers granted to the original trustees 
unless the power is strictly limited by its 
terms to the first trustees by name.’ In New 
Jersey (See Dillingham vs. Martin, 61 N. J. 
Eq. 276, 49 Atl 143) the successor trustee 
still does not succeed to powers given to the 
original trustee because of confidence in him 


although in Pennsylvania discretionary pow- 
ers have been held to be included.® 

It is thus quite obvious that statutes do not 
provide the solution to the problem. To my 
mind there is even some doubt as to whether 
statutes may vest substituted trustees with 
the same discretionary and personal powers 
clearly intended by the settlor to vest only 
in the original trustee. As heretofore noted 
the legislature of Rhode Island was careful 
to indicate that the creator’s intention was 
still entitled to its due consideration. More- 
over doubt as to the constitutionality of an 
act which would entirely disregard the in- 
tent of the creator must exist.’ 


Considering Personal Relationships 

The right to provide the manner in which 
one’s property should be controlled, managed 
and disposed of is certainly a sacred matter 
to the creator of any trust. Undoubtedly a 
certain person—individual or ¢dorporate—is 
selected to perform the functions prescribed 
because of confidence in his or its character, 
integrity and ability. This is true to an even 
greater extent in those instances where the 
performance or non-performance of certain 
acts is entrusted to such a person’s discre- 
tion. It is hard to believe, in view of the 


personal relation that must have some bear- 
ing in making selections of fiduciaries, that 
legislatures would intend that discretionary 


powers should pass to whoever occupied the 
position of trust regardless of the creator's 
intention. On the other hand if many of the 
powers vested in trustees were not permit- 
ted to be exercised by successors many trusts 
would fail of achievement. And, I would 
venture to say that in most cases the object 
is more important to the creator than the 
person who should perform the duties. 

As a matter of policy, and in view of the 
fact that courts are exercising more super- 
vision than heretofore in guiding the course 
of trustees, it may be less damaging and 
more in accord with the creator’s real inten- 
tion to continue the life of the trust rather 
than permit it to terminate because of the 
fact that the original trustee no longer occu- 
pies his post. Courts have been loath to 
decree termination of a trust and the want 
of a trustee has not been permitted to re- 

3See Petition of Commonwealth—Allantic Natl. Bank of 


Boston, etc. 249 Mass. 440, 144, N. E. 443. However see 
Sels vs. Delgado, 186 Mass. 25, 70 N. E. 1038. 


4See Williams vs. Gardener, 90 Conn. 461, 97 Atl. 854 in 
which case the court found, however, that the power there con- 
cerned passed to the successor trustee. Also see Whitaker vs. 
McDowell, 82 Conn. 195, 72 All. 938. 

5Sells vs. Delgado, 186 Mass. 25, 80 N. E. 1036. 

6Cressor vs. Ferree, 70 Pa. St. 446. Robinson's Estate, 
23 Pa. Co. Ct. 134. 


7U pham vs. Plankinton, 152 Wis. 275, 140 N. W. 5. 
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sult in the failure of a trust. However, the 
problem still remains largely and, it appears 
to me, entirely a matter of the creator's in- 
tention. I believe therefore that for the 
sake of rendering some guide and assistance 
in solving problems of the nature here in- 
volved nothing better can be suggested than 
a consideration of the types of circumstances 
that have been seized upon by courts in for- 
mulating their conclusions. 


Circumstances Governing Judicial 
Conclusions 

In the case of In re White's Will (23S 
N. Y. S. 559, 185 Mise. R..377), the court has 
furnished us with a summary of the princi- 
ples deducible from a general examination 
of New York authorities, namely: 

“(1) The question of whether successor 
trustees succeed to discretionary powers 
granted to trustees named in the will de- 
pends on the intention of the testator as 
expressed in the will as a whole, construed 
in the light of the surrounding circumstances. 

*“(2) Pertinent circumstances which have 
been considered as indicating an intent on 
the part of testator that such power is to 
continue are: (a) Where the discretion is 
based upon facts which may be determined 
in the ordinary course of judicial inquiry; 
(b) where a contrary determination would 
result in a defeat of the entire testamentary 
plan; (c) where the discretion relates merely 
to a power to sell trust property; (d) where 
one of the original trustees named was 4 
trust company; (e) where the discretion, if 
erercised, would be for the benefit of the pri- 
mary objects of testator’s bounty; (f) where 
it is clear that testator must have realized 
that the emergency calling for the exercise 
of the discretion might in the natural course 
of events, arise at a time when none of the 
trustees originally named were in office. 

“(3) The presence or absence of one or 
more of these circumstances is not decisive 
of the question, and, if it be determined fron 
a construction of the will as a whole that 
the testator intended a discretionary power 
to be personal to the trustees originally 
named, his wishes will be given controlling 
effect.” 

In Hull vs. Hull (24 N. Y. 647), the set- 
tlor created a trust for the benefit of his 
son. The income from the fund was to be 
paid to him, and if he was solvent, in the 
opinion of the trustees, on reaching 30 years 
of age, the trustees were directed to pay over 
the principal to him. The court considered 
solvency to be as ascertainable by the court 
or by a substituted trustee as by the orig- 
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inal trustee and sanctioned the exercise of 
such a power by the successor trustee. 


Survey of Other Important Rulings 

In Newport Trust Company vs. Chappell 
(40 R. I. 383, 101 Atl. 323), the testatrix in 
her will created a spendthrift trust in favor 
of her son and gave her husband, the trus- 
tee, power to terminate the trust if he be- 
came satisfied that the son had reformed 
his life so that he could be trusted with 
the management of the property. The court 
held that the power and discretion vested iu 
the husband was annexed to the office of 
trustee not only for the reason that, with- 
out such power, the purposes of the trust 
might be defeated, but also because the mat- 
ter of the son’s reformation could be as well 
determined by a successor as by the original 
trustee. 

On the other hand in Hazard vs. Bacon 
(42 R. I. 415, 108 Atl. 499), in which the orig- 
inal trustee was given power to expend for 
or divide the trust fund among the trustee’s 


daughters into such portions and amounts: 


to each and at such times to any one or 
more of them as he might deem fit it was 
held that such power was personal to the 
trustee who, being the father of the benefi- 
ciaries would be in the best position to deter- 
mine their needs. 

In the case of Jacobs vs. Wilmington Trust 
Company (9 Del. Ch. 400, SO Atl. 347), in 
which there was no relationship of the type 
present in the preceding case the court per- 
mitted the exercise of similar discretions by 
a substituted trustee. 

In the case of In re Trowbridge’s Fstate 
(190 N. Y. S. 585,117 Mise. Rep. 55), in which 
the will directed the types of investment and 
that the trustees keep the estate invested in 
a certain safe manner, the discretionary pow- 
ers of choice could be exercised by new 
trustees.’ 

This far we have been concerned with sit- 
uations in which the problem presented was 
whether or not the difficulties faced by the 
original trustee could be solved as well by 
substituted trustees. 


When Discretionary Powers Vest in 
Substituted Trustees 

As heretofore indicated and in keeping 
with the policy not to permit a trust to fail 
for want of a trustee, courts have been mo- 
tivated particularly to hold discretionary 
powers to vest in substituted trustees where 

8See hqwever, French, et al, vs. Northern Trust Co., 197 Ill. 
30, 64 N.E. 105. 


9See also In re Jenkins Estate, 181 N. Y. S. 585, 587, 
111 Misc. R. 517. 
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to otherwise decide would have the effect of 
defeating the object of the trust.” 

In the case of In re Blakely (19 R. I. 324, 
33 Atl. 518), the testator by will created a 
trust fund for the benefit of a man and his 
children. The trustee was authorized to pay 
the income to the beneficiaries at such times 
and in such manner as he saw fit in his dis- 
cretion. In holding the powers to pass to a 
successor trustee the court stressed the fact 
that to hold otherwise would in effect defeat 
the object of the trust. 

Relative to the power of a_ substituted 
trustee to sell or to pay over income or prin- 
cipal it has been said" that these powers 
being incidents of ordinary management will 
ordinarily vest in the trustee, whoever he 
may be, unless there are special reasons for 
believing that the creator of the trust in- 
tended to vest a personal discretion in the 
original appointee. There are, however, some 
decisions to the contrary.” 

In the case of Jn re Jenkins Estate (181 
N. Y. S. 585, 111 Mise. R517), the problem 
involved was whether or not a substituted 
trustee had the discretionary power vested in 
the original trustee to retain investments 
possessed by the creator of the trust at her 
death. The testatrix had originally appointed 
two individual trustees and designated a 
trust company to act in the event the orig- 
inal appointees refused to act. The court 
held that the discretionary power vested in 
the substituted trustees. 

There are those unusual and helpful in- 
stances in which the creator expressly con- 
templates the nomination of a successor trus- 
tee“ and in these instances the solution of 
the problem is facilitated. 


Applying to Courts for Instructions 

I have attempted to indicate the status of 
the law on the subject prescribed. The diffi- 
eulty of formulating a really workable rule 
has been indicated and I have tried to call 
attention to the types of factual circum- 
stances which courts have seized upon as 
aids in construction of trust instruments. If 
I were permitted to venture an opinion, a 
matter which is particularly hazardous where 
this subject is concerned, 1 would say that 
the tendency seems more and more to be to 
vest powers and discretions in substituted 
trustees and to require a clearer showing of 

WSee 26 Ruling Case Law par. 202, p. 133%. 

ULoring, A Trustee's Handbook, 4th Ed., bp. 63 

12See cases cited by Loring, supra. 

13Jm re Stark's Will, 203 Wis. 611, 234 N. W. 750. 


“See Loring’s, A Trustee’s Handbook, 4th Ed., p. 63. Also 
cases cited in footnotes 1 and 2, supra. Also see Watling vs. 
Watling (Mich.) 15 Fed. 2nd 719, aff'd in 27 Fed. 2nd 193; 
In re Gargiulo’s Will, 236 N. Y. S. 143, 134 Misc. R. 182. 


a creator’s restrictive intention than was 
formerly demanded before a substituted trus- 
tee is permitted to exercise discretionary 
powers."* ; 

As a final recommendation, however, I 
would suggest that in all cases of doubt, and 
these should be numerous, one faced with the 
problem of determining the intention of the 
creator of the trust should apply to the 
court for instructions rather than make the 
attempt himself to find something so nebu- 
lous as a settlor’s intent. To search each 
trust instrument for such facts as aid courts 
in arriving at conclusions will undoubtedly 
be helpful but I cannot over-emphasize the 
dangers that will attend a failure to note 
some fact that would indicate a different 
result and a contrary conclusion to a court. 
I repeat—the intent of its creator is the 
law of the trust. 

oo % 
JOINT RESPONSIBILITY FOR SOUND 
BANKING 

Discussing the “Place of Banking in So- 
ciety” in a recent issue of the Forum. Fran- 
cis H. Sisson, vice-president of the Guaranty 
Trust Company of New York and president 
of the American Bankers Association, dwells 
especially upon the dual responsibility as 
resting upon bank management and a dis- 
criminating public, to assure sound banking 
in the future. He says in part: 

“The definite responsibility rests on the 
people to support that type of banker whose 
rigid adherence to sound principles makes a 
sound bank, rather than to give their patron- 
age to the easy-going banker, who may be 
easier to do business with, but whose meth- 
ods create a weak bank. A bank is truly a 
semi-public institution in a reciprocal sense: 
it has its obligation to the public, but so has 
the public equal obligations to the bank. 
No one who has not sound banking principles 
at heart has any business in a bank, whether 
as a banker or as a customer. The great 
fact is that a bank is only as sound as its 
community, and this applies also to the bank- 
ing structure as a whole in relation to the 
economic condition of the nation as a whole.” 

Harold W. Scott of the Pennsylvania Com- 
pany for Insurances on Lives and Granting 
Annuities, has been elected president of the 
Philadelphia Chapter of the Robert Morris 
Associates. 


At the annual meeting of the Philadelphia 
Conference of Bank Auditors and Controllers, 
Frank Jackson of the Integrity Trust Com- 
pany was elected president. 
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It’s Our Job to Manage 
Estates and Trusts 





CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 

. sells no securities. Its entire 
personnel is dedicated to a single 
purpose — the care and manage- 


ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street —New York 
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i sale "| ypewriter 


that operates entirely 


from the keyboard 


THE MOTOR 
RETURNS THE 
CARRIAGE 


A mere touch of the ‘‘return’’ key 
causes the motor to return the car- 
riage to the starting position, or to 
an intermediate point. Spacing to 
the next writing line is automatic. 


THE MOTOR 
SHIFTS TO 
CAPITALS 


A light depression of the ‘‘shift’’ 
key (normally used to shift the 
platen manually) causes the 
motor to shift the platen instantly 
and firmly to the upper position. 


Here is a new electrically-controlled 
typewriter that marks a distinct advance 
in faster and easier typing. With this 
machine the motor does all the heavy 
work. The speedy hands of the skilled 
typist need never leave the keyboard. 


Already hundreds of users have dis- 
covered that this new de- 


The keyboard is standard... There is no new touch to learn 


Burroughs service organization that for 
years has serviced electrically-operated 
Burroughs machines in offices through- 
out the world. 


Call the local Burroughs office for a 
demonstration, or write to Burroughs 


Adding Machine Company, Detroit. 


velopmentresultsingrealy PBT) R ROUGHS 


increased production and 
a far better grade of work. 


Like all Burroughs ma- 
chines, this new product is 
guaranteed by Burroughs, 
and backed by the same 


TYPEWRITER 








SUCCESSFUL OPERATION OF A STATEWIDE SYSTEM 





OF TRUST SERVICE 


DISTINCT ADVANTAGES TO SMALL AS WELL AS LARGER COMMUNITIES 


A. H. ELLER 
Vice-president and Trust Officer of Wachovia Bank and Trust Co., Winston-Salem, N. C. 





(Epiror’s Note: While trust administration throughout the country has acquitted 
itself with traditional fidelity and integrity during these past years of severe deflation, there 
are constructive lessons to be heeded and applied as result of recent developments. The 
future holds forth great promise of wider expansion of responsible trust service in smaller 
as well as larger communities. Some interesting light is provided by the unusual experience 
of the Wachovia Bank and Trust company, particularly as to statewide expansion of trust 
service through branch organizations and which are detailed in the following article apropos 
of the fortieth anniversary of that institution and as one of the pioneer trust companies of 


the South.) 


HE practicability and definite advan- 

tages of a statewide system of trust 

service has been demonstrated by the 
experience and methods employed by the Wa- 
chovia Bank & Trust Company which began 
business just forty years ago in Winston- 
Salem when trust service was in its infancy 
and little known, not only in North Carolina 
but also throughout the South. The success 
which has attended the Wachovia in this 
field is attributable to the fact that from the 
very beginning trust administration was de- 
veloped as a main function rather than a 
side line. The fundamental principle has 
always been adhered to that fiduciary man- 
agement demands an unfaltering adherence 
to sacred obligations and a transcendent de- 
gree of fidelity in management of trust funds 
and property. 

The experience of the Wachovia amply con- 
firms the fact that there has been and that 
there is an increasing public demand for the 
services of a corporate fiduciary, not only 
from the e:ties hut from the rural sections of 
the state as well. By extending such fiduci- 
ary service by means of branch offices in the 
principal strategic centers of the state, each 
having its own complete set-up of equip- 
ment, able personnel and close contacts, plus 
the advantages of uniformity of policy and 
coordination with the main office. it has been 
possible to render a quality of service which 
may often be iacking where unit organiza- 
tions endeavor to provide trust services in 
smaller communities. 





In glancing back over the career of the 
Wachovia, we find that its progress in both 
the banking and trust fields and as a state- 
wide organization. has been motivated by the 
ideals and faith of its founder, the late Col. 
Francis H. Fries, whose utterances on con- 
servatism and the essentials of trust admin- 
istration, made at a time when trust com- 
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Vice-president and Trust Officer, Wachovia Bank and 
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pany business was first getting into its stride 
during the dawn of this century, have today 
a peculiarly prophetic value. His spirit and 
the traditions which he translated into prac- 
tice continue to dominate our organization 
today and as a guide to problems and oppor- 
tunities that lie ahead. In view of economic 
changes and new aspects of banking develop- 
ment arising from developments of more re- 
cent years, also affecting the status of trust 
administration, it may be of interest to re- 
cite some of the salient features of our state- 
wide trust service and especially as casting 
light upon the future of trust company busi- 
ness, 

Demonstrated Advantages of Statewide 

Trust Service 

Financial responsibility of a fiduciary is, 
of course, of first importance and only our 
larger banks and trust companies have an 
adequate capital structure to furnish such 
security. If the suggestion which has been 
heard looking to the separation of the com- 
mercial banking department and the trust 
department should be enacted into law, it is 
not believed that in a state like North Caro- 
lina more than one or two, certainly very, 
very few, trust companies could be organized 
with such capital, and the great body of the 
people would be thus deprived of the serv- 
ices of the corporate fiduciary and the protec- 





RoBERT M. HANES 


President, Wachovia Bank and Trust Company, 
Winston-Salem, N. C. 


tion which its capital and trained personnel 
afford them. In centers of great wealth and 
population the problem might be easier to 
solve. In case there have been practices by 
certain banks and trust companies which, in 
the light of recent developments cannot be 
approved, it should be much easier to correct 
such practices by proper legislation than to 
rebuild a fiduciary business after it has been 
wrecked. Certainly a few strong banks and 
trust companies having trust departments 
with privilege to establish other branches 
should afford the people in every section of 
the state adequate facilities for this service. 
The Wachovia, it is believed, has proved 
over a period of forty years that it can, at 
its home office and through its several 
branches in different sections of the state, 
give the people the services which they need, 
even to an intimate contact with the families 
and properties involved. It is not every 
community, although it may have need for a 
commercial bank, that does have need for 
the trust company or trust department at 
its very door, and the public will be better 
served by having safe and competent fidu- 
ciaries to handle their business even if re- 
moved a little from their homes than to 
attempt to support such an institution where 
the population, properties and wealth of the 
community are not sufficient to justify such 
an institution. If branch banking is sound 
then certainly the trust departments in such 
branches are sound if located in strategie 
positions and restricted in numbers. 


How the Statewide System Is Operated 

by the Wachovia 

The Wachovia Bank & Trust Company 
was the first active trust company in North 
Carolina. It was chartered by the Legisla- 
ture of 1SS7, organized in February, 1893. 
and began business in Winston-Salem on 
June 15th of that year. The idea that the 
Wachovia should become a_ statewide insti- 
tution was embodied in the original plan of 
its founders, foremost among whom was the 
late Colonel F. H. Fries. In pursuance of 
that idea, three branch offices were estab- 
lished in 1902—at Asheville, Salisbury and 
High Point; later in 1922 the Raleigh office 
was organized. The trust departments in some 
cases were organized later. 

In developing its statewide system of bank- 
ing and trust services, the Wachovia has di- 
vided the State of North Carolina into five 
zones or sections, and established in each 
zone an office adequately equipped and 
manned to transact the institution’s banking 
and trust business in that section. Each 
branch office is in charge of a vice-president 
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VISITING Curcaco 
during A Century of Progress will 





find this bank anxious to co-operate 
in making their trip a pleasant one. 
.-. We are prepared to be your official 


source of information and assistance. 


Crry Narionat Bank 


AND TRUST COMPANY of Chicago 
208 SOUTH LA SALLE STREET 








and, in addition to its local board of mana- 
gers elected by the general board of direc- 
tors, has its full complement of officers and 
employees. 

The trust department personnel of 
branch office, under the advice and guidance 
of a local Trust Committee, carries on the 
work of servicing the trust business in that 
oftice. The Trust Committee meets weekly 
and official minutes of its deliberations are 
made and a copy thereof is forwarded to the 
home office in Winston-Salem for the con- 
sideration of the general Trust Committee 
which, in addition to acting as a local Trust 
Committee for the Winston-Salem office, exer- 
cises a supervisory jurisdiction over the af- 
fairs of the several branch offices. 

Methods of Administration and Handling 

Investments 

Although securities are kept, under a sys- 
tem of dual control, at the office where the 
estate or trust is being settled or adminis- 
tered, a complete and continuous record is 
maintained at the home office in Winston- 
Salem where an investment advisory divi- 
sion performs the analytical and statistical 
work and transacts the buying and selling 
for all offices. This investment division, made 
up of men of recognized experience and abil- 
ity in the field of investment, prepares writ- 
ten analyses and recommendations and pre- 


each — 





sents them to the Trust Investment Com- 
mittee which meets once a week and devotes 
a full afternoon to the study of investments. 
No purchase or sale or exchange of securities 
may be made withovt the approval of the 
Trust Investment Committee. Needless to 
say, the Wachovia does not trade with it- 
self or any of its departments, either direct- 
ly or indirectly, in the purchase or sale of 
trust investments. 

The Trust Committee, as distinguished 
from the Trust Investment Committee, meets 
weekly and passes upon administrative prob- 
lems as relating to each estate or trust, as 
well as upon matters of general policy; it is 
the general or central ‘Trust Committee and 
consists of the chairman of the board of 
directors, the president, the vice-president 
and trust officer who is the chief executive 
officer in charge of all trust department ac- 
tivities, the vice-president and associate trust 
officer who ranks next in authority, the vice- 
president in charge of the bond department, 
the secretary and assistant trust officer in 
charge of trust accounting and taxation, the 
assistant trust officer in charge of the trust 
investment division, the assistant trust offi- 
cer in charge of the real estate division, and 
three directors who are not officers. 

The Trust Investment Committee is made 
up of the chairman of the board of directors, 
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the president. the vice-president and trust 
officer, the vice-president and associate trust 
officer, the vice-president in charge of the 
bond department, the assistant trust officer 
in charge of the trust investment division, 
the investment analyst who does the analy- 
tical and statistical work for the committee. 
and two directors who are not officers. The 
Trust Committee at each branch office is 
composed of the vice-president in charge and 
the officers of the trust department at that 
office, and several members of the local board 
of managers. 


Coordination Between Main and Branch 
Offices 

In addition to the foregoing a careful and 
thorough inspection of the estates and trusts 
under administration at each office is made 
once annually by a Trust Examining Com- 
mittee appointed by the board of directors 
for that purpose. 

The vice-president and trust officer and 
the vice-president and associate trust officer 
keep in intimate contact with the branch 
trust departments through reports from, cor- 
respondence with, the periodic visits to, the 
several offices. The chairman of the board, 
the president, and the general auditor also 
give of their time and attention to the major 
problems of the trust department. 

Space will not admit of a detailed discus- 
sion of the clerical set-up and the mechanics 
in vogue at each office. Suffice it to say that, 
as a result of the organization and coordina- 
tion outlined above, each item of trust busi- 
ness in process of settlement or administra- 
tion at a branch office is endowed with all 
the advantages of local administration and 
contact with beneficiaries, plus all the fa- 
cilities and experience available at the home 
office—thus establishing uniformity of policy 
and equality of service throughout the 
System. 

The Wachovia Bank & Trust Company has 
been a pioneer in the introduction and de- 
velopment of trust services in the state and 
in the South. That its trust business has 
grown from a small beginning to its present 
position of commanding size and influence 
in the trust field is indicated by the fact 
that, according to figures supplied by the 
State Banking Department, the Wachovia 
has in hand a larger volume of trust business 
than the aggregate of that held by all other 
banks and trust companies in the State of 
North Carolina. 

As we celebrate our fortieth anniversary 
we are reminded by current events of the 
words spoken by our beloved Col. Fries in 
his address on “Conservatism in Trust Ad- 
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ministration” delivered before the Trust Di- 
vision of the American Bankers Association 
in New York in 1904 and which is still 
regarded as a classic in trust literature. In 
the course of that address he said: 

“The position which the trust company oc¢- 
ecupies is such that the utmost good faith is 
required; it acts for others and rot for it- 
self. . . . Greater conservatism is certainly 
necessary to preserve the high character of 
the trust company. The business in which 
we are engaged is a noble and exalted one: 
there is none more so.” 

Because of the problems and changes which 
now loom in both banking and trust work, 
it may also be appropriate to quote from the 
statement made by Robert M. Hanes, who 
succeeded the late Col. Fries as president of 
the Wachovia in 1931. He says: 

“As we celebrate our fortieth anniversary 
it is evident that the long awaited turn in 
the tide of business has come. We are emerg- 
ing from a four year period of devastating 
deflation and panic. We face the future in 
faith and confidence. This turn in the tidé 
finds Wachovia in splendid position to play 
its part in the revival of business. Our in- 
stitution has abundant resources, a high de- 
gree of liquidity, the full confidence of the 
public and a statewide organization ready 
and anxious to supply adequate banking and 
trust facilities to the people of North Caro- 
lina. 

“We believe that sound, honest banking is 
the only possible helpful banking that any 
community can have. Following Wachovia’s 
practice for the past forty years we pledge 
ourselves anew to operate the kind of bank 
that will be a safe place to deposit money. 
It will continue to be our purpose always to 
supply the legitimate credit needs of sound. 
solvent individuals and enterprises. As in the 
past, we shall maintain the same high stand- 
ards of management and equipment in our 
trust department, supplying a service in the 
handling of estates and trusts that is ade- 
quate for all needs.” 
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NEW ORLEANS BANK STATEMENT 


The National Bank of Commerce of New 
Orleans, La., which was organized to take 
over the liquid assets of the former Canal 
Bank & Trust Company, reports assets of 
$20,623,000; deposits $17,623,000; preferred 
stock and common stock of $2,700,000; sur- 
plus $200,000 and undivided profits of $100,- 
000. A. D. Geoghegan is chairman and Oli- 
ver G. Lucas, president. Dale Graham is 
cashier. 
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It was from a loan made to the Federal Government in 1789 ky the Bank of New York that 
Washington's first instalment of salary as President was paid. Alexander Hamilton, upon 
assuming office as Secretary of the Treasury, found there were no funds on hand to meet the 
ordinary expenses of the Government. He turned to ““The Bank’ (as it was then known to 
everyone in New York) and then, as on several subsequent occasions, 

the Bank promptly responded to the nation’s need. 
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N THIS institution each Trust Fund is under the direct supervision of 
two Senior Officers. These men are, in effect, personal trustees or exec- 
utors within the Bank. They coordinate the work of our various special- 
ists and give every phase of the administration of the account their expe- 
rienced attention. §And, as at least one of them is always accessible, 
heirs and beneficiaries have the pleasant satisfaction of dealing with 
interested officials rather than with a mere organization. 


BANK of NEW YORK 
and TRUST COMPANY 


48 Wa. Srreet, New York 
Uptown Office: Madison Avenue at 63rd Street 


Established 1784 THE OLDEST BANK in NEW YORK 
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A PRACTICAL PLAN FOR THE RESTORATION OF 
IMPAIRED ESTATES 


OPPORTUNITY FOR ENHANCEMENT BY SELECTION OF 
BONDS SELLING AT LARGE DISCOUNT 
ALBERT W. WHITTLESEY 


The Pennsylvania Company for Insurances on Lives and Granting Annuities, Philadelphia, Pa. 


(Eprror’s Note: The recreation of impaired estates is today the great problem which 


challenges the best minds in trust administration. 


To enhance principal without loss of 


income or sacrifice of the essentials of safety, is the question of outstanding importance. 
The author of the following article submits a plan which has the merit of promising success 
in actual! application. It calls for a more elastic investment policy in connection with the 
selection or substitution of available bunds now selling in the 50-80 price levels to replace 


bonds sold out of estates at large discounts. 


Mr. Whittlesey presents an actual example 


to show that such ‘“‘restoration’’ bonds not only meet requirements as to conservation but © 
also to restore and recreate estates now badly impaired.) 


HE greatest problems facing trust in- 

stitutions in this country today are not 

only those of conserving estates, but, 
what is of even greater importance, of re- 
storing or re-creating estates that have been 
badly impaired. The problem as to how this 
can be done has been one of vexatious im- 
port and without fear of contradiction it 
might be said that it absolutely cannot be 
done on the basis of general trust investment 
principles as they exist today. 

There is probably not an institution in 
this country which does not have an ap- 
proved list of trust investments and _ yet 
certain of these carefully chosen bonds will 
be ones selling at large discounts five years 
hence. Conditions change quickly in busi- 
ness, too quickly in most instances to en- 
able trustees to get out of securities with- 
out taking substantial losses—and with what 
inevitable result? A certain gradual shrink- 
age in the value of all estates that can 
never be made up for the simple reason that 
when a security is sold at a large discount 
the proceeds are inevitably reinvested in 
other “approved list” securities at or close 
to par thus closing the door on any possi- 
bility of recouping the lost principal. 


A More Flexible Investment Code 
If trust companies in general are going to 
improve upon their duties as real guardians 
and conservators of estates they must adopt 
a flexible investment code which will permit 


of more intelligent investing principles than 
are in general usage today. It is with the 
purpose of opening a real way for the over- 
coming of this impasse, that this article is 
submitted for careful consideration of all 
trust executives who are looking at the fu- 
ture of the business. 

Before going into a detailed study of the 
plan, it would seem propitious first to re- 
view the responsibilities that the courts are 
laying down for trustees in the making of 
their investments. ‘The standard of the 
reasonably prudent man handling his own 
affairs has been applied in many, perhaps 
most, states. However, there are several im- 
portant where there has been some 
tendency to advance from the standard of a 
reasonably prudent man handling his own 
affairs, of a similar nature, to that of a 
reasonably prudent man handling other peo- 
ples’ property. Furthermore it is not un- 
likely that courts in the future will hold 
trustees to the standards of care and skill 
that they hold themselves as having, even 
though the courts have not yet spoken with 
finality on this matter. However, it is im- 
portant to bear in mind that whatever 
standard is adhered to by the courts of the 
future, the fact remains that the preserva- 
tion of the fund, and the procurement of a 
just income therefrom are primary objects 
of the creation of the trust itself, and are to 
be primarily regarded. 
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Price Factor in Determining Relative 
Security of Bonds 

The analysis of any security that is now 
on an approved list, is always made on the 
par value of the bonds outstanding, the nat- 
ural assumption being that at some future 
date the obligation in question will be paid 
off at its face (or par) value. All ratios 
which are to be derived to show the com- 
parative merits of the issue, are based on 
the par value of the debt and interest cover- 
age is similarly determined. 

An issue which meets the requirements of 
an approved list, is generally purchased in 
the 95-100 level and in the majority of 
eases is definitely limited as to price appre- 
ciation by the call price, which may be as- 
sumed to be 105. Thus, no matter how much 
the company improves its position or in- 
creases its earnings the top price on the 
bonds is still definitely limited. 

Now, apply the “approved list’ principles 
to a bond selling at a large discount. Take 
that bond and further assume that as far as 
the original basic investment is concerned. 
the par value of that bond is the price paid 
for it. If it can be shown that this bond 
at that price is relatively as attractive as 
the “approved list’ bond is at 100, you have 
not only as good a security for the price, but 
you also have. and this is mest important, 
a eall price (real par) which may be 30-40 
points over the assumed par. In other words, 
you get equal security (at the respective 
prices) but in the “assumed par” bond get 
the opportunity of a handsome enhancement 
in value, anywhere from six to eight times 
greater than in the “approved list’ bond. 
And this development is distinctly possible 
as earnings and position improve. 


Price and Loss Factors in Selection 


of Bonds 


So much for enhancement. Now consider 
this proposal from the standpoint of possible 
loss. Presuming that the “assumed par” 
bond is equally as well secured at its price 
as the “Approved List” bond at par, does it 
not hold that any future development that 
may adversely affect the “assumed par” 
bond at its price would be something that 
could just as easily affect the “approved list” 
bond at par. For instance, suppose it is as- 
sumed that 1932 represents the low for earn- 
ings over the next ten year period. If such 
proved to be the case. there is no method by 
which it can be stated positively that one or 
another company is going to prove the excep- 
tion to the rule and be adversely affected 
while the others are not. Other things be- 
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ing generally equal. there is just as much 
likelihood for the “approved list’ security 
being hard hit from an earnings standpoint 
as for the “assumed par” security at their 
respective prices. 

The one great difference that cannot be 
corrected by the price discrepancy is that of 
the coverage of actual interest paid. Natu- 
rally, the very fact that a bond does sell at 
a large discount can usually be attributed 
to its having a poorer coverage than the 
“approved list’ bond at par. However, to 
return to the original assumption that the 
par value of the “assumed par” bond is what 
was paid for it, if interest at 5 per cent on 
that price is covered by a margin of over 
twice in 1932, it can be safely stated that 
other things being equal. in any reorgani- 
zation of the company (if such were ever 
necessitated) you could be equally as certain 
of getting at least the amount originally paid 
in new bonds at 100 as the “Approved List” 
bondholders could expect to get 100 cents on 
the dollar for his bond based on 1932 
earnings. 

The application of this principle can prop- 
erly be applied only to public utility operat- 
ing companies primarily because of the gen- 
erally stable and monopolistic nature of this 
business and the assurance that earnings will 
improve with a return to more normal gen- 
eral business conditions. Furthermore, it is 
possible in the case of public utilities to 
get definitely comparable ratios whereas this 
ean hardly be done with industrials and/or 
railroads. 

It is also important to consider only such 
utilities which are not faced with financial 
problems such as bank loans. borrowings 
from affiliates or early maturities for the 
reason that companies without such difficeul- 
ties are in a position to withstand a further 
retraction in earnings from the 1932 level 
without getting into financial troubles. It 
would also seem advisable to consider only 
issues with a clear cut first mortgage on all 
the property of the company in question as 
their exact position can be accurately deter- 
mined. 

A Specific Example 

The following specific example illustrates 
the points brought out above. The company 
in question operates in substantial agricul- 
tural and industrial territory in the Middle 
West. It is a former Insull unit with its 
slate now wiped clean. Over 86 per cent of 
1932 gross earnings came from electricity. 
gas. water and heat (chiefly electricity) : 
franchises for the most part are of lonz 
duration. Current position as of 12/31/32 
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was strong with plenty of cash and no bank 
loans. There are no maturities for 23 years. 
Funded debt consists solely of first mortgage 
bonds of different series. Plant (less depre- 
ciation) is carried on the books at around 
$91,000,000 but for the purposes of extreme 
conservatism a minimum value of $67,000,000 
will be used for good (electric, gas, water 
and heat) plant. Actual present interest 
charges have been covered 1.76 times in 
1932, 2.15 times in 1931 and 2.18 times in 
1930. 

Now to illustrate clearly the factor of 
“assumed par” there is tabulated below the 
ratios of this company’s debt revalued at 
prices ranging from 60 to 100, as follows— 
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bonds would be received equal to 70 per cent 
of original debt—(see ratios at 70) just as 
much so, as “approved list’ bondholders can 
expect to get 100 cents on the dollar for 
their bonds, based on 1932 figures. In such 
an event there would be received in new 
actual par value the same amount of value 
as was originally considered at the time of 
purchase to be “assumed par,” so that on 
this basis the purchase of these bonds at, 
or under, “assumed par” would not result in 
any loss of principal. 

It is well to bear in mind that if earnings 
of this company are going to recede so badly 
from 1932 levels as to eventuate in default, 
certain it is that many now-termed high 


Debt 12-31-32—$56,497,000 (all first mortgage) 


Price 60 70 80 90 100 Actual 

Indicated value of debt............. $33,898,000 $39,548,000 $45,198,000 $50,847,000 $56,497,000 
Per cent of debt to minimum value of 

OGUE MEER Sc ca hee Pie core 51% 59% 68% 76% 85% 
Dollars of debt per $1 of good gross... $3.32 $3.87 $4.43 $4.98 $5.53 
Per’ cent of total gross after interest 

and depreciation in 1932 if interest is 

capitalized at 5% on the price..... 25.4% 23.0% 20.6% 18.2% 17.1% 
Times interest earned in 1932 if interest 

is capitalized at 5% on the price... 2.78 2.38 2.08 1.85 1.76 


Calculations on “‘Assumed Par’’ Value of 
Bonds 

Following the previous line of discussion, 
an “assumed par” value on these bonds could 
be justifiably allowed up to a price of 70. As 
shown by the figures a revaluation of debt 
at 70 cents on the dollar would give a con- 
servative bond secured at 59 per cent of 
adjusted value of good property and at $3.87 
per $1.00 of good gross. Furthermore, at 
that price interest charges at 5 per cent 
would have been covered 2.38 times in 1932 
and earnings after interest and deprecia- 
tion would have been 23.0 per cent of gross, 
thus providing an ample margin of safety 
at the price. 

It is apparent, therefore, that this com- 
pany’s debt at “assumed par” of 70 is rela- 
tively as attractive at the price as many 
bonds already on approved lists taken at 
par. Now, with any improvement in earn- 
ings over coming years, these bonds will not 
be limited to five or ten points to the call 
price as would an “approved list” bond, but 
they would have the chance of recovering 
as much as 30-40 points to par, equivalent 
to a 40 per cent to 50 per cent restoration 
in principal. 

On the other hand, if earnings get worse, 
even to.such a point where default occurred, 
it is logical to suppose that on the basis 
of 1932 figures, in any reorganization, new 





grade bonds selling at 100 will also experi- 
ence a drastic loss in their earnings and 
sell at large discounts. 

Protecting Income and Enhancing Principal 

On this basis of reasoning and on present 
known figures, these bonds could be bought 
up to a price of 70 (but not above) and 
held with the assurance that they were well 
secured at the price while a generous en- 
hancement in value could be reasonably ex- 
pected when earnings improve. In purchas- 
ing these bonds on this basis (they are now 
selling in the low fifties), it could hardly be 
denied that a trustee was exercising a sound 
discretion considering the probable income, 
as well as the probable safety of the capital 
to be invested. The important fact to bear 
in mind is that although a $1,000 par value 
‘bond is being bought, the principal invested 
is not $1,000 but the amount actually paid. 
As far as the trustee is concerned it has 
purchased a bond with an “assumed par” of 
70 having a call price of real par of 100. 

It seems incomprehensible, in view of all 
the facts presented, why the purchase of 
these bonds for trust investment would not 
be upheld as being prudent by any court in 
this land. Actually trust institutions are 
today justifying their retention of these very 
same bonds on the basis of these figures and 
doing so in the confidence that their actions 
would be upheld. 
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Only one example has been used to prove 
the point but it is a matter of common 
knowledge that there are many Similar situ- 
ations in bonds selling in the 50-SO price 
level where the same principle can be ap- 
plied. The use of such “restoration” bonds 
to replace other securities which are sold out 
of estates at large discounts, would result in 
practically no loss in income while at the 
same time the trustee would have a sound 
opportunity to recover the loss already sus- 
tained. The application of this principle will 
provide the modern trust company with a 
real justification for its existence as a guard- 
ian and conservator of estates for it will 
enable it not only to conserve estates but 
also to restore and recreate estates that have 
been badly impaired. 
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The Committee on Bank Administration 
and Banking Practices of the American 
Bankers Association, under the chairman- 


ship of Fred W. Ellsworth, vice-president of 
the Hibernia National Bank, New Orleans, 
La., has issued booklet XIII in its series on 
commercial bank management, dealing with 
service charges. 


SAGE ADVICE AS TO WRITING OF WILLS 

The quotation given herewith as to obscuri- 
ties and inconsistencies attending the draft- 
ing of unsound wills was written in 1843 by 
Thomas Jarman, a leading English authority 
of his time on the subject of wills. The ad- 
vice given both as to testators and too fre- 
quently applying also to lack of skilled pro- 
fessional advice, is as true today as it was 
one century ago: 

“Few of the duties which devolve upon a 
solicitor more imperatively call for the ex- 
ercise of a sound, discriminating and well in- 
formed judgment than that of taking instruc- 
tions for wills. Indeed some testators. sit 
down to this task with so few ideas upon the 
subject that they require to be informed of 
the ordinary modes of disposition, with the 
advantages and disadvantages of each. Toa 
want of complete and accurate information 
as to the consequences of their proposed 
schemes must be ascribed many of the absurd 
and inconvenient provisions introduced into 
testamentary gifts; to say nothing of the ob- 
scurities and inconsistencies which frequent- 
ly throw an impenetrable cloud over the tes- 
tator’s real intentions.” 
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CODE TO PROTECT BANKING AND DEPOSITORS | 


GRADUAL DEVELOPMENT OF BRANCH BANKING 


GEORGE V. McLAUGHLIN 
President of the Brooklyn Trust Company, Brooklyn, N. Y. 








(Epitor’s Note: Mr. McLaughlin was elected president of the New York Stale 
Bankers Association at the recent annual convention. In discussing vital banking problems 
and the newly enacted banking laws at the last session of Congress, he warns that too much 
reliance should not be placed upon legislation to place banking management upon a sound 
basis and restore public confidence. He outlines a code of voluntary rules which recognize 
that mutual cooperation among bankers has become a necessity.) 


OOD banking practices cannot be cre- 

ated by legislation. We must not 

rely on legislation and expect it to 
solve our problems and restore public con- 
fidence in banking. We must go further. We 
must clean our own houses through the for- 
mulation of, and adherence to, a proper code 
of banking ethics and practices. By this I 
do not mean that we should ask the Federal 
Government to help us enforce sound prac- 
tices among ourselves, as some industries are 
now doing. Our salvation lies, in my opin- 
ion, in voluntary observance of a few sound 
rules, which in the past have been honored in 
theory but neglected in practice. Even though 
it should mean sacrifice of a considerable 
portion of our profits if we follow these 
rules, in the long run it will redound greatly 
to our advantage. 


Fund to Protect Depositors 

First, I recommend that each bank set up 
its own “guaranty fund,” distinet from any 
contribution or subscription which it may 
make to the Federal deposit insurance plan. 
This guaranty fund should be earmarked 
from the capital structure of the bank, and 
invested only in assets which are eligible as 
collateral at the Federal Reserve banks. This 
fund should be held exclusively for the bene- 
fit of depositors. The size of the guaranty 
fund would naturally vary with the condi- 
tion of the bank at the time it was set up, 
but in any event it should be consistently en- 
larged year by year through additions out of 
earnings. While it might be argued that the 
present capital, surplus, and undivided prof- 
its of a bank constitute a guaranty fund, all 
too frequently we find most of these funds 
tied up in expensive bank buildings which 
mean nothing in the way of protection to 
the depositors. 





Second, the proportion of earnings paid out 
as dividends should be held down to a con- 
servative percentage, in order that the guar- 
anty fund may increase consistently and that 
inevitable losses may be provided for. Over 
the last ten years, far too much of our earn- 
ings have been paid out as dividends. All 
too often, excessive dividend payments have 
been. influenced by the high market values 
of bank stocks which resulted from specula- 
tive activities. 

Third, a proper percentage of liquidity 
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should be maintained against all deposits 
which, as a matter of practice, are payable 
on demand. In recent years the practice has 
been prevalent, particularly among so-called 
country banks, of investing heavily in assets 
which, although sound, were not liquid. We 
must be conscious of the fact that as long as 
we continue to pay out “thrift” deposits on 
demand, they are really demand deposits, and 
not time deposits as they are technically 
classed in computing our reserve require- 
ments. 

In this connection, I would recommend 
further voluntary restriction of real estate 
loans by commercial banks and trust com- 
panies to the point where the total of such 
loans, plus the value of bank buildings and 
other real estate owned, will not exceed A 
definite percentage of real time deposits and 
the capital and surplus of the bank. I am 
well aware that restrictions of this kind are 
already in the law, but the distinction is that 
heretofore we have disregarded the real 
meaning of the term “time deposits’ in meet- 
ing the demands of the depositors. 


Special Reserves for Various Functions 

Fourth—Banks which have taken on a 
multiplicity of functions outside the realm 
of deposit banking such as fiduciary activi- 


ties, security selling, etc., should set up spe- 
cial reserves to provide for the indefinite con- 
“ingent liabilities inherent in the perform- 
ance of these various functions. ‘The setting 
up of adequate reserves for such purposes 
has been often disregarded in order that the 
bank might pay dividends at a high rate. It 
must be remembered that a contingent liabil- 
ity becomes a real liability when and if the 
contingency occurs. 

Fifth—Banks should discontinue the ren- 
déring of services free or below the cost 
thereof.a For many years this subject has 
been discussed by bankers but not a great 
deal has been done about it. Now. as never 
before, the necessity for action confronts us. 
It is our business to render services. but it 
is also our duty to educate the public to the 
necessity of paying a fair compensation for 
them, to the end that the bank shall be a 
profitable enterprise. It is well known that 
a safe bank is always a profitable bank. and 
aside from that. it is unfair to our depositors 
to “skimp” our reserves in order to render 
free services. It is especially important at 
the present time that we guard against ex- 
pansion of free services in lieu of the inter- 
est payments that were stopped by the Glass- 
Steagall Act. 






















ELE IE a 


a 


rama 





Eliminating Unprofitable Banking 


I have tried to touch the high spots of a 
code of rules for sound banking practice. The 
details must necessarily be worked out by 
others. The idea that I want to convey is 
that we must adopt a code of banking prac- 
tices if we want to avoid further restrictive 
legislation and to rebuild public confidence. 
and I think there can be no argument as to 
our wanting to achieve both these ends. 

It is well that we give consideration to the 
fact that adoption of such a code will reduce 
our net profits and will add to the already 
large number of unprofitable banks. If we 
are honest with ourselves, we must face the 
fact that there are too many banks and that 
a gradual elimination of unprofitable banks 
would materially strengthen our banking sys- 
tem, provide increased protection for deposi- 
tors and ultimately be in the best interests 
even of the stockholders of unprofitable bank- 
ing institutions. 

We must recognize too. that over-liberal 
authorization of new banks and trust com- 
panies during the past twenty years has 
been one of the primary causes of the bank- 
ing difficulties that we have had in this coun- 
try. Ultimately, I think we will have a uni- 
fied banking system, comprising fewer but 
stronger banks. 
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Investment Supervision 


Investment management accounts 
at the Fiduciary Trust Company 
are constantly supervised by the 
Company’s own investment staff. 
In addition, they are under day- 
by-day review by outside invest- 
ment counsel—thus receiving 
continuous supervision from 
two independent investment 
organizations. 
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Gradual Development of Branch Banking 


As a means to this end I favor a gradual 
development of a branch banking system. Al- 
though approving branch banking as an ulti- 
mate development, I am not prepared to say 
that state-wide branch banking should be 
adopted in this or any other state at present. 
We know that in states where we have had 
state-wide branch banking, the system has 
not stood the test any better than has the 
unit banking system. I believe that we 
should start with cities and counties and 
work into Federal Reserve districts and 
trade areas should such geographical out- 
lines be found practical. 

The thought I would like to leave is that 
all of us should be willing to give up some- 
thing for the good of the entire banking sys- 
tem. Recent events have demonstrated that 
anything which injures one bank also injures 
all banks in greater or lesser degree. This 
is because the public more often thinks of 
the banks as a class than it does of any in- 
dividual institution. Therefore, a policy of 
mutual helpfulness and cooperation is not 
only a desirable objective—it is a necessity. 
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RESOURCES 

CaAsH AND DUE FROM BANKS... o «eo «  357,3/413397 
U. S. GovERNMENT SECURITIES. ......... 207,954,818.10 
STATE AND MunicipaL SECURITIES 

MATURING WITHIN TWO YEARS. . . . ea 90,477,288.13 
Oruer State AND Munictpat SECURITIES... .. 8,506,289.43 
OTHER SECURITIES 

MATURING WITHIN TWO YEARS. ....... 6 44,231,972.86 
FepERAL RESERVE BANK Stock ......... 8,160,000.00 
OrHeER Bonps AND SECURITIES .......... 97,628,637.20 
LOANS Amp DISCOUNTS. . 0. 6 es tt 779,754,902.38 
Rear Estate. . . . ae iat viet ents se oka) 32,069,185.55 
Customers’ ACCEPTANCE 

LIABILITY . . . . « « $91,442,500.80 

Less AMOUNT IN PorTFOLIO . . . 5,883,232.40 85,559,268.40 


ENR Sts rhs eas eae Se ee ne Gs 15,465,668.12 
$1,727,182,164.14 


LIABILITIES 

OO eee eee ee ee ee ee lll 
SuRPLUS.. . sacan ll sail teaMaaa al Geet Nacirich? gy Ate. 50,000,000.00 
Unpivivep Prorits . . . = 8,704,629.11 
RESERVE FOR TAXES, INTEREST, ConTINGENCIES, ETC. 3,332,938.18 
DivipEND PAYABLE Jury . ee ee ey 2,590,000.00 
Re aie a rere eee . . 1,408,337,158.06 
ACCEPTANCES .. . . . . $93,353,668.42 

Less AMounr IN PorTFOLIO . . . 5,883,232.40 87,470,436.02 


LIABILITY AS ENDORSER ON ACCEPTANCES 
a PMEOOEEO. 2 5 le oc es See 1,101,189.28 
RPP EAR UUENTEES 6k kk sc ee ee 17,645,813.49 


$1,727,182, 164.14 


This statement does not include the statements of any of the 
organizations affiliated with The Chase National Bank 
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PROGRESS TOWARD REFLATION AND ECONOMIC 
STABILITY 


TRIUMPH OVER TRADITIONAL CONCEPTIONS OF FINANCIAL ORTHODOXY 


S. METZ 
Joint General Manager of The Anglo-French Banking Corporation, Ltd., London, England 





(Epiror’s Note: In the May issue of Trust CompPANIEs appeared an article by 
Mr. Metz under the caption ‘“‘Whither Are We Going >” in which he discussed necessary 
international monetary and economic adjustments which are vital parts of the agenda at the 
World Economic Conference now in progress in London. In the following article Mr. Metz 
takes a broad-guaged view of the economic and monetary experiments which are being 
initiated in this country as vital phases of the Administration program. His views derive 
unusual value from an extended and practical experience in banking relations both in this 


country and abroad.) 


HE United States are making the first 

determined effort to engineer reflation 

with a view to ultimate stability un- 
der a managed currency. It is interesting 
to find that the measures so far adopted in 
this connection have without exception tend- 
ed toward the conscious planning of every 
phase of the daily existence of the nation 
—a development which in my May article 
I indicated as inescapable. Such is the ef- 
fect of the legislation providing for expan- 
sion of credit and currency: such are the 
permissive powers to regulate production and 
prices; the exhortations addressed to em- 
ployers to adjust wages to price level, and 
the contemplated legislation to bring the ac- 
tivities of bankers, particularly in regard to 
the issue of securities, under closer super- 
vision, 

There are those who regard developments 
in the United States with grave concern, who 
say that confusion there was never worse 
confounded, that everyone has his own in- 
dividual views and remedies without co-ordi- 
nation or control, and that the country is 
fast approaching another and perhaps more 
violent collapse. 


Mastery Over Economic Destinies 


I am not in accord with these views. It 
is patent to me that through the whole of 
the measures so far taken runs a coherent 
thread of thought, which, in my judgment, 
conforms to the necessities of the case. I 
realize that there are grave dangers involved 
in the situation, that, unless the scheme suc- 
ceeds, chaos may ensue; but I am convinced 





that the proper exercise of the vast powers 
accorded to the Administration must lead to 
the desired goal and restore to Government 
mastery over the economic destinies of the 
country. 

In the article in Trust CoMPANIES for May, 
I expressed the view that inadequate under- 
standing of the financial mechanism of the 
capitalistic system has made us its slaves, 
and attempted to outline the means by which 
we could reassert our dominion over the ma- 
chine and achieve stability. I also asserted 
that stability in a money economy working 
for private gain spells complete abdication of 
personal liberty in all that relates to eco- 
nomic activity. In this chapter I will en- 
deavor to gauge what are likely to be the 
ultimate consequences of the triumph over 
traditional conceptions of financial ortho- 
doxy, and venture to predict whither we are 
going. 

The practically complete surrender of in- 
dividual initiative, which is the corollary of 
successful management of the financial me- 
chanism, will not be accepted, and could not 
be imposed without arousing the most violent 
passions. It is one thing for a nation in a 
dire emergency to delegate some of its sov- 
ereign powers to its executives, such as has 
taken place in the United States and in this 
country along constitutional lines, and in 
other parts of the world by force or intimi- 
dation. It is quite another for free peoples 
to abdicate permanently prerogatives which 
they have, through generations, come to look 
upon as a birthright. What manufacturer 
would willingly consent, except for a transi- 
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tory period, to have the extent of his produc- 
tion, his hours of work, his wages and his 
marketing policy dictated in every particu- 
lar? What wage-earner would be prepared, 
except in times of the gravest instability, to 
surrender his collective bargaining power 
and his prospect of amelioration of his lot 
for the certainty of permanent employment 
at an assured standard of living? What cap- 
italist would, except for so long as he fears 
that his capital is endangered. be ready to 
employ his surplus according to a schedule 
laid down by Government? What bank ex- 
ecutive would contemplate, except for so long 
as he is at the merey of panic-stricken de- 
positors, having his credit policy determined 
for him by international agreements? 
Essentials to Restoration of Stability 

Yet there is no blinking the fact that these 
and innumerable other restrictions and in- 
hibitions are the inexorable condition for en- 
suring stability, Any flaw in the system. 
any hitch in the smooth working of the con- 
trols will entail disequilibrium between the 
earefully adjusted parts and cause the break- 
down of the entire structure, with inealeu- 
lable results. 
Is it not inconceivable that in the present 
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state of human progress the vast majority 
of men should indefinitely permit their eco- 
nomic status to remain fixed at its present 
relative level? Is it not a foregone conclu- 
sion that within the delicately balanced edi- 
fice a redistribution will proceed which will 
accelerate the material progress of the ma- 
jority by retarding that of the rest? 

If these assumptions prove to be correct, 
civil strife seems unavoidable. Numbers, or- 
ganization, talent, inspiration, but, above all, 
necident will decide which side will prevail 
for the time being; but ultimately it will be 
the level of mental development, civilization 
and innate characteristics which will deter- 
mine in what proportion the fruits of labor 
are to be distributed in different countries. 

“The real science of political economy,” 
says Ruskin, “. is that which teaches na- 
tions to desire and labor for the things which 
lead to life and which teaches them to scorn 
and destroy the things that lead to destruc- 
tion.” (Unto This Last—Ad Valorem.) 

And in another chapter (Qui Judicatis 
Terram): “Government and cooperation are 
in all things the laws of life: anarchy and 
competition the laws of death.” 


A New Goal in Economic Life 


There is no doubt that anarchy and com- 
petition have prevailed in the economic life 
of nations. It is true also that we have cov- 
eted, rather than scorned, the things that 
lead to destruction, We have striven to ac- 
quire money for the gratification of the self- 
ish instincts which the command of money 
stimulates. Unless we learn to value the 
possession of money for the power it gives 
us to help others: unless we are prepared 
to forswear anarchy and competition, the 
doom of our money economy is in sight. 

It is probable that large numbers of men 
would willingly be relieved of the ceaseless 
struggle for the achievement of material 
gain, if they could be assured that they and 
their dependants would be taken care of un- 
der any circumstances—not on a bare main- 
tenance level, as charity, but at the common 
level which the earth’s bounty and human 
effort spent to common purpose is capable of 
achieving for all. 

I have no illusions as to this ideal being 
reached in a measurable future. A modicum 
of progress in this direction has been made 
in many countries, and the taxation it has 
necessitated and which excited against its 
originators the most violent passions, is now 
borne with a degree of good will and under- 
standing that would have appeared unrealiz- 
able a generation ago. 
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Stages in the New Experiment 

Yet it will take many more generations 
for the understanding to penetrate that the 
management of an economy primed for the 
making of individual profit cannot last with- 
out the permanent relinquishment of the very 
rights now held inviolable by vast numbers. 
Thus I conclude that we are embarked upon 
an experiment which will lead us through the 
following stages: 

1) Incomplete and spasmodic. efforts at 
managed currencies, combined with cred- 
it expansion involving general prosper- 
ity, with insufficient elasticity in relative 
material progress of the masses. 

2) Recurrence of cyclical depressions 
through inadequate control of the mone- 
tary mechan.sm, causing accentuation of 
class antagonism. 

3) According to level of progress and civili- 
zation, various forms of coercive, fac- 
tional rule, originally diverging accord- 
ing to national characteristics but tend- 
ing ultimately toward equalization of the 
distribution of the fruits of labor. 

In a final article I hope to give my reasons 
for linking stability under a managed cur- 
rency with the conditions indicated in sum- 
mary form last month, and to demonstrate 
that, in the present state of human advance- 
ment and the absence of the requisite statis- 
tical bases, these conditions are incapable of 
being fulfilled over an extended period. 
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A FIVE-YEAR INVESTMENT PLAN FOR 
BANKS 


Discussing investment policies of banks, 
William H. Clark of Young & Ottley, Inc., 
submits a five year plan, definite as to ob- 
jectives, which are as follows: 

1. Quality highest grade throughout, to 
afford protection against the possibility of a 
recurrence of recent experience. 2. Suitable 
diversification and a higher degree of mar- 
ketability. 3. The investment function to be 
made a sound and profitable part of the 
bank’s business. 

“This plan,” says Mr. Clark, “must be suf- 
ficiently flexible to meet any changing con- 
ditions which may arise. During the first 
part of the period covered by the new in- 
vestment plan, the primary objects are to 
remove dangerous weaknesses and overval- 
ued situations and to protect and conserve 
the present investment capital. 

“The second part of this plan during the 
recovery period is to rebuild the strength 
of the bank in all respects making any ad- 
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visable readjustments in proportions of 
loans to investments, demand to time de- 
posits, ete., and with respect to the invest- 
ment account to recover past losses to any 
extent that is conservatively possible. 

“It is unreasonable to expect that present 
losses can be recovered and the desired po- 
sition of strength regained by simply retain- 
ing present holdings and participating in ris- 
ing markets over a period of time. Another 
important consideration is that artificial val- 
uation of assets will not be allowed indefi- 
nitely by the banking authorities and it is 
therefore advisable to take consistent steps 
towards bringing book values in line with 
market values.” 


Walter S. McLucas, president of the Na- 
tional Bank of Detroit at Detroit, Mich., has 
been elected a director of the Detroit City 
Gas Company to fill the unexpired term of 
the late Herbert I. Lord. 

Pennsylvania bankers are arranging to 
make a court test of the constitutionality of 
the new state law requiring banks to pay 
a 4-mill tax on their interest-bearing deposits. 





TRUST 


COMPANIES 


These 50,000,000 
should prove profitable to banks 


It is estimated that fifty million people 


will go to the World's Fair in Chicago. 


This is a conservative figure when we 
recall that forty years ago, twenty-eight 
million visited the Columbian Exposi- 
tion in that same city. 


Every day will see its stream of trav- 
elers starting out by train, bus, airplane 
or private car. 


If ever people need protection for 
their travel funds, it is when they are 
on the road or in crowds. 


The bank not only furnishes this pro- 
tection, but makes a profit of one-half 
of one per cent when it influences these 
travelers to carry American Express 
Travelers Cheques. 


There are several ways of bringing 


Steamship tickets, hotel reservations, itineraries, 


this profit into a bank—the friendly 
caution of tellers and bank officers to 
those with whom they have contacts— 
small but consistent advertising in local 
newspapers—the display of signs—the 
enclosure of blotters in statements. 

Travelers Cheque sales respond quick- 
ly to promotion because the safety of 
travel or vacation funds is a basic appeal 
to everyone. 

There will be many millions who go 
on vacations apart from the World's 
Fair and all are equally in need of travel 
fund protection. 


But the fifty million who are Chicago 
bound, stimulated to travel by the lure 
of the great Exposition, provide a 
market which comes rarely during the 
Century. 


cruises and tours 


planned and booked to any part of the world by the American Express 
Travel Service. 
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BANKERS’ BALANCES IN THE LIGHT OF THE DEPOSIT 
GUARANTEE 


EFFECT OF CESSATION OF INTEREST ON DEMAND DEPOSITS 
W. H. STEINER AND OSCAR LASDON 


(Epitor’s Note: Bankers are naturally concerned as to the effect of the deposit guar- 
antee provisions in the new Glass-Steagall banking law on interbanking relations, especially 
as regards the prohibition against payment of interest on demand deposits, including bankers’ 
balances. This latter applies particularly to the funds carried by interior banks with their 
New York correspondent banks. The authors discuss the significance of these changes as well 
as the decline in bankers’ balances reported by the New York member banks since the new 


law became effective. 


Brooklyn College, New York.) 


ANKING legislation, though it may be 
designed to remedy some isolated prob- 
lem, generally has far reaching effects. 

Consequences, neither anticipated nor intend- 
ed, often arise from such measures. In par- 
ticular, this is true of that section of the 
Glass bill dealing with the bank deposit guar- 
antee. 

The sponsors of the guarantee, in order to 
make it as practical as possible, legislated 
against the payment of interest on demand 
deposits. But while such a prohibition un- 
doubtedly contributes to the success of the 
plan, it has other effects on the banking sys- 
tem. It was predicted, and such forecasts 
have proven accurate, that because of the 
close relationship between the payment of 
interest on demand deposits and bankers’ bal- 
ances the latter would be affected. 


Decline in Bankers’ Balances in New York 

It was to be expected that the cessation of 
interest payments on demand deposits would 
lead to a relative decline in the amount of 
such deposits. As far as private balances, 
other than bankers’ balances, were concerned, 
bankers were prepared for some shifting 
from demand to time accounts and the invest- 
ing of a certain amount of funds in the bond 
market. Also, it was fairly certain that a 
decrease in bankers’ balances would be wit- 
nessed. The latter phase is of particular in- 
terest to large New York City correspondent 
institutions. 

When we consider the large amount of 
bankers’ balances on deposit with New York 
City banks, we can realize the importance of 
the problem. On June 14th, before the Glass 
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bill was in effect, the item “due to” other do- 
mestic banks by New York City member 
banks totaled $1,474,000,000. A substantial 
decrease has already been witnessed. On 
July 5th such balances had declined to $1,- 
265,000,000. This withdrawal is already re- 
sulting in some revision of banking practices. 


Effect on Bankers’ Balances 

Prior to the inauguration of the Federal 
Reserve System, bankers’ balances were 
closely tied up with the clearing and collec- 
tion activities of banks throughout the coun- 
try. Today, the clearing and collection facili- 
ties provided by the Federal Reserve Banks 
make this service less necessary for member 
banks. Non-member institutions, however, 
still need this service and a certain propor- 
tion of bankers’ balances represent their de- 
posits. In addition, bankers’ balances may 
be accounted for in a number of other ways. 
In part, they may arise out of loans made 
to correspondent banks on collateral not re- 
discountable at the Federal Reserve banks. 
They may also be due to any of the corre- 
spondent services offered by large institu- 
tions. 

Finally, and most important of all, the 
greater portion of these deposits are main- 
tained because of the fact that such balances 
not only serve as a channel for investment 
but are also regarded as investments per se. 
In normal times, banks rarely carry surplus 
reserves but are disposed to make as full a 
use of their resources as is possible—and 
bankers’ balances furnish a means whereby 
interior banks can easily increase their earn- 
ing assets. There is no doubt that the pay- 
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ment of interest Serves as the major induce- 
ment for keeping Such funds on deposit. 

Consequently, now that interest on demand 
deposits is no longer paid, some of the funds 
in question are no longer being attracted. 
After all, other things being equal, any bank- 
er would prefer to keep his idle funds in his 
Reserve Bank where they are figured as legal 
reserve, 


Steps Taken by Large Correspondent Banks 

However, despite the fact that a moderate 
amount of funds has already flowed back to 
the interior, it would be a mistake to assume 
that all of these balances Would be subject 
to withdrawal. A goodly proportion would 
still remain in deposit. Possibly as much as 
20 per cent of the total of the item “due to” 
represents New York Savings banks deposits 
and clearing and exchange funds for New 
York City Clearing House members. In aqd- 
dition, non-member banks Still find it neces- 
Sary to maintain balances while. for motives 
of business convenience, other member insti- 
tutions wil] keep funds on deposit. 

It will be interesting to observe the steps 
that are taken to keep these deposits by the 
large correspondent institutions. It has been 
Suggested that. although the interest attraec- 
tion would no longer exist, the banks might 
be able to retain the desired balances by lib- 
eralizing their correspondent facilities and 
making charges for their use discretionary, 
Some banking experts are of the opinion that 
Such action is important in determining the 
selection of individual correspondents rather 
than the choice of correspondents as against 
the Reserve Banks. 


Readjustments in Investment Policy 

What has been the effect on the banking 
System of the Withdrawal of funds to date? 
Obviously, the Reserve Banks remain unaf- 
fected as reserves for deposits must ulti- 
mately be kept with them. As far as ¢om- 
mercial banks are concerned, however, both 
the New York City banks and their corre- 
Spondent institutions are experiencing some 
readjustment in investment policy—although 
not exactly what had been anticipated. It 
was expected that the former, in order to 
meet the flow of funds, would probably fall 
back on their “secondary reseryes” and pre- 
sumably would liquidate large amounts of 
sovernment Securities, However, due to the 
fact that Withdrawals of funds have not been 
excessive and that credit conditions haye 
been very easy, this has not occurred. 

It was logical to expect that some of the 
earning assets would be shifted to interior 
banks and that during the process of transfer 





it might prove necessary for the Reserye 
banks to Support the market for zovernments 
by acting as temporary investors, [t is true 
that there has been a shift of some earning 
assets to interior banks and to depositors, but 
the present policy of purchasing Sovernment 
Securities by the Reserve banks has been 
Sufficient to take care of any sudden trans- 
fers that may have occurred. 


Funds Flowing Back to the Interior 


But. now that these funds are flowing back 
to the interior, how wil] they be invested ? 
It must be kept in mind that Such funds are. 
for the most part, reserves and if invested 
must be placed in highly liquid assets. While 
these funds may theoretically be put to a 
number of uses, practically, their outlets are 
restricted. They may be used locally to 
accommodate business : they may be invested 
in bankers’ acceptances or commercial] paper: 
finally, they may be used to purchase short- 
term Securities, either corporate or govern- 
ment bonds. 

Statisties indicate that there is as yet lit- 
tle disposition to accommodate local business, 
Also, there is a pitifully inadequate amount 
of commercial] paper available for purchase 
While practically all of the bankers accep- 
tances outstanding are held closely by the 
larger city banks, Conditions being favor- 
able, short term securities may absorb a cer. 
tain amount of these funds, the major por- 
tion to be invested in sovernment bonds. Of 
course, rising stock market activity is ap- 
sorbing some of these funds in call loans of 
late, Nevertheless, a substantia] amount of 
idle deposits Would stil] remain. 


Results Not Deflationary 

It was freely Stated that the effect of the 
Wtihdrawal of balances from New York City 
Would be deflationary, However, the oppo- 
site seems to he the more accurate appraisal, 
Those who expected a contraction jin credit 
fell into the error of relating too closely the 
Possibilities of credit expansion for the coun- 
try as a whole With the «mount of New York 
City member bank excess reserves, 

When funds Started to flow back to the in- 
terior and excess reserves here diminished 
rapidly, they reached too hasty a conclusion. 
In the first place, the Shifting of funds from 
demand to time accounts lowered the reserve 
required behind these deposits to 2 per cent. 
Furthermore, reserve requirements are low- 
est and Possibility of credit expansion high- 
est when interior banks keep their funds at 
home. This is because any increase in bank- 

(Continued on page 106) 
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New York Trust 
Company 


IO0O BROADWAY 
40th St. & Madison Ave. Fifth Ave. & 57th St. 







CONDENSED STATEMENT OF CONDITION 


At the close of business, June 30, 1933 








; RESOURCES LIABILITIES 

i Cash on Hand, in Federal Capital $12,500,000.00 

i Reserve Bank and Due Surplus 20,000,000.00 

. from Banks and Bankers $77,235,130.69 Undivided 

i United States Government Profits 1,694,456.18 $34,194,456.18 


Securities . : 85,051,760.80 
Other Bonds and Securities 40,569,769.45 
Loans and Bills Purchased. 110,339,042.04 
Real Estate, Bonds and 

Mortgages ; 
Customers’ Liability for 

Acceptances and Letters 





Reserves: 
For Contingencies 11,000,000.00 
For Taxes, Interest, etc..  3,654,134.88 
6,051,193.44 Deposits . 236,171,607.93 
Outstanding 
Checks . 36,285,932.20 272,457,540.13 





“| Oe 











ofCredit . . . . . 11,946,833.45 Dividend Payable June 30, 
‘ Accrued Interest and Other 1933 625,000.00 
, Resources . 2,926,182.15 Acceptances and Letters of 








Menge OS 





Liability of Others on Ac- 
ceptances, etc., Sold with 
Our Endorsement 


Credit . 


12,188,780.83 


Acceptances, etc.,Sold with 


748,402.06 Our Endorsement 


748,402.06 












$334,868, 314.08 $334,868, 314.08 







Member of the Federal Reserve System and of the New York Clearing House Aisociation 





Trustees 





B. BREWSTER JENNINGS 
Standard Oil Co. of New York 


EDWARD E. LOOMIS 
President, Lehigh Valley Railroad Co. 


ROBERT A. LOVETT 
Brown Brothers Harriman & Co. 





MALCOLM P. ALDRICH 
New York GEORGE DOUBLEDAY 
President, Ingersoll-Rand Company 






FREDERIC W. ALLEN 
Lee, Higginson & Company 
ARTHUR M. ANDERSON 
. P. Morgan & Com 
J. P. Morgan & Company SAMUEL H. FISHER 
ar ans N. hig ete Litchfield, Conn. HOWARD W. MAXWELL 
hairman of the Boar Ncw Sak 
JAMES C. COLGATE P ve a oe acoliee 
‘ame. : t Jo an nearman O teri ing 4 
James B. Colgate & Company G. M.-P. Murphy & Company 
ALFRED A. COOK ARTEMUS L. GATES si 
Cook, Nathan & Lehman President HARRY T. PETERS 
New York 
WILLIAM F. CUTLER 
Vice-President 
American Brake Shoe & Fdy. Co. 
FRANCIS B. DAVIS, JR. 
President, United States Rubber Co. 
HARRY P. DAVISON 
J. P. Morgan & Company 


RUSSELL H. DUNHAM 
President, Hercules Powder Company 









GRAYSON M.-P. MURPHY 














HARVEY D. GIBSON 


. DEAN SAGE 
President, Manufacturers Trust Co 


Zabriskie, Sage, Gray & Todd 
CHARLES HAYDEN LOUIS STEWART, SR. 
Hayden, Stone & Company New York 










VANDERBILT WEBB 
Milbank, Tweed, Hope ©” Webb 


F. N. HOFFSTOT 
President, Pressed Steel Car Co 
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Member: NEW YORK CLEARING HOUSE ASSOCIATION - FEDERAL RESERVE SYSTEM 


The COMMERCIAL 


NATIONAL BANK and TRUST COMPANY 
of New York 


DIRECTORS 


J. EDWARDS BAKER .. . . NewYork 
EDWARD J. BARBER . . New York 
Barber Steamship ia rn 
ALBERT BLUM Lodi, N.J. 
The U! nited Piece Dye Works 
GEORGE BLUMENTHAL .. . NewYork 
WALTER P.CHRYSLER. . New York 
Chrysler Corporation, Detroit, Michigan 
WALTER G. DUNNINGTON . . NewYork 
Dunnington, Gregg & Church 
EDWARD P. FARLEY .. . . NewYork 
American-Hawatian Steamship Co. 

JACOB FRANCE. . . - Baltimore 
Mid-Continent Petroleum Cutenition 
SAMUEL L. FULLER. . - NewYork 
Fuller, Rodney é Co. 

LOUIS J. HOROWITZ . . . . NewYork 
Thompson-Starrett Company, Inc. 
HERBERT P. HOWELL. . . . NewYork 
President 
RICHARD F. HOYT. . . » NewYork 
Hayden, Stone & Co. 

HENRY R. ICKELHEIMER . - NewYork 
Heidelbach, Ichkelheimer & Co. 

J. FORD JOHNSON, Jr. . . . NewYork 
Chas. D. Barney & Co. 

SIDNEY R.KENT ... . . NewYork 
WALTER G. KIMBALL. . . . NewYork 
Vice President 
WILFRED KURTH ... - NewYork 
The Home Insurance Company 
ROBERT LEHMAN . . - NewYork 
Lehman Brothers 
LOUIS S. LEVY . . » NewYork 
Chadbourne, Stanchfield é Levy 
WILLIS G. McCULLOUGH . . . NewYork 
Collins & Aikman Corporation 
ALBERT H. MORRILL . . + Cincinnati 
The Kroger Grocery & Reblog Co. 
MAURICE NEWTON .. . . NewYork 
Hallgarten & Co. 

CHARLES F. NOYES .. . . NewYork 
Charles F. Noyes Company, Inc. 

JOSEPH M. PROSKAUER . . . NewYork 
Proskauer, Rose & Paskus 
WILLIAM B. SCARBOROUGH. . NewYork 
Halladay & Co. 

R.P.STEVENS .. - NewYork 
Stevens & Wood, lecteponsted 
HAROLD E. TALBOTT, Jr.. . . NewYork 
KNIGHT WOOLLEY .. . .. NewYork 
Brown Brothers Harriman & Co. 


56 Wall Street 


Statement of Condition 


June 30, 1933 


RESOURCES 


Cash on hand, in Federal Reserve Bank 
and Due from Banks and Bankers . $17,017,158.84 
U. S. Government Securities 30,104,326.18 
Short Term State and Municipal Bonds  4,986,212.81 
Other Short Term Bonds 1,351,949.48 
Other Bonds and Securities 976,471.65 
Stock of the Federal Reserve Bank . 450,000.00 
Loans and Discounts 30,593,087.44 
Customers’ Liability on Acceptances 5,226,814.53 
Acceptances of Other Banks and Bills of 
Exchange Sold with our Endorsement 
Interest Accrued and Other Assets 


416,255.43 
967,380.11 


$92,089,656.47 
LIABILITIES 


Capital .. . . « « $ 7,000,000.00 
Surplus and Undivided Profits 7,732,185.24 
Reserve for Taxes, Interest, etc. 1,673,942.52 
Dividend Payable July 1, 1933 140,000.00 
Acceptances — .  5,448,694.87 
Liability as Endorser on sicioaiaaiians of 
Other Banks and Bills of Exchange 
Other Liabilities 
Deposits 


416,255.43 
173,821.72 
69,504,756.69 


$92,089,656.47 


THE COMMERCIAL 
NATIONAL BANK AND TRusT COMPANY 
offers amete raciities for the banking require- 
ments of every type of business 
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A SIMPLIFIED AND ECONOMICAL SYSTEM OF TRUST 





ACCOUNTING 





TESTED BY TIME AND EXPERIENCE 
E. A. VOLZ 


Controller of the Scranton-Lackawanna Trust Company, Scranton, Pa. 


(Epiror’s Note: Experiences of the past few years have stimulated intensive searching 





for economy as well as efficiency in methods of trust accounting. The system described in the 
following article has the particular merit that it has stood the test of actual and successful 
operation covering a period of over ten years. It embodies the element of elasticity which 
renders the procedure adaptable to small as well as large trust departments. Likewise the 
system was adopted after exhaustive study of other plans of trust accounting and is a com- 


posite of the best methods now in use.) 


T is not the intention of the writer to de- 
scribe in this article the various kinds of 
accounting systems that are effectively 

operating in trust companies, but rather to 
describe one system which has stood the test 
for more than ten years and has proven to 
be simple and economical, and, at the same 
time, flexible and adequate. 

Installed in 1922 in the Scranton Trust 
Company which, at that time, had capital 
stock of $300,000 and a volume of SOO trust 
accounts totaling $10,000,000 of trust funds. 
It has properly functioned since, during 
which period it has stood the test of two 
mergers and is today operating in the Scran- 
ton Lackawanna Trust Company, with a cap- 
ital stock of $1,450,000 and a volume of 2,600 
trust accounts totaling $53,500,000 of trust 
funds. 


Main Features of System 

Before adopting this plan we studied a 
number of different accounting systems oper- 
ated by the larger trust companies, and, at 
the same time, studied the plans used by 
some of the smallest companies. What we 
wanted was a complete system capable of 
expansion and we were anxious to avoid any 
semblance of red tape. We finally decided 
upon a plan which contains four main con- 
trolling accounts. These are: principal, in- 
come, investments, cash. It is not necessary 
to have more than these four accounts to 
have a complete controlling account system 
regardless of the volume. 

The main features of this system are: 

(1) Bound books of original entry. 

(2) Posting media designed to function 

also as tickler cards. 


(3) Loose leaf ledger sheets. 

(4) Duplicate subsidiary investment rec- 
ords on cards; one set arranged by ° 
trusts and the other arranged by se- 
curities. 

We will describe the individual trust ledg- 
er sheet first because the best illustration 
of the system is that it is a composite of 
about 2,600 of these ledger accounts. 


The Trust Ledger Sheet 

Each trust account is divided into these 
four divisions and one ledger sheet only is 
used for each trust account. The ledger 
sheet is divided into four columns. The first 
two, “PRINCIPAL” and “INCOME,” reflect 
at all times the liability of the trustee in 
connection with the administration of ‘the 
trust. The “Principal” balance represents 
the corpus of the estate or trust and the “In- 
come” balance represents the amount avail- 
able for distribution to Income Beneficiaries. 

The third and fourth columns, “Invest- 
ments” and “Cash” represent the assets 
which the trustee has in its possession and 
which offset the liabilities above referred to. 
Therefore, each trust ledger sheet is at all 
times in balance. The sum total of “Prin- 
cipal” and “Income” balances must equal the 
total of “Investments” and “Cash” balances. 
This plan makes it possible to state the ac- 
counts entirely from the “Principal” and “In- 
come” columns of the ledger sheets and for 
this reason they appear in the order as 
shown above instead of the usual accounting 
procedure of assets before liabilities. 

One difference between this plan and the 
plans generally used is that this plan does 
not divide the cash into “Principal Cash” and 
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“Income Cash.” This one feature is usually 
commented upon whenever the plan is dis- 
cussed and yet it should be obvious to any- 
one familiar with the trust business that 
there is no good reason for dividing cash into 
two separate accounts. The fact that it is 
labeled “Principal Cash” and “Income Cash” 
does not make it any different than “Cash.” 


Condition of Trust Readily Ascertained 

With the trust ledger sheet divided into 
these four balances the condition of the trust 
“an be ascertained readily at any time. For 
instance, the corpus of the trust or estate 
would be the principal balance. The income 
which is available for distribution would be 
the income balance. The comparison of the 
principal balance with the investment bal- 
ance would give, at a glance, the amount 
available for investment. ‘This would be 
what other systems would show as “Princi- 
pal Cash.” The same result is arrived at by 
a comparison of the income balance and the 
“ash balance. If the cash exceeds the income 
balance it must necessarily indicate uninvest- 
ed principal. On the other hand, if the in- 
vestment balance exceeds the principal bal- 
ance, it indicates that part of the income 
Sh has been invested, which is exactly 
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what the situation is. If the cash were sub- 
divided as it is in most systems of account- 
ing, it would show a principal cash overdraft 
instead, which is not strictly the situation. 

There are, at all times, certain accounts 
where it is intended that the income shall 
accumulate and be invested. With this sys- 
tem it is not necessary to make any transfer 
from “Income Cash” to “Principal Cash” or 
vice versa. Investments of cash would not 
affect either principal or income liability ac- 
counts. On the other hand, when invest- 
ments are disposed of at a profit or loss, the 
profit or loss is reflected and the principal 
balance is increased or decreased as the case 
may be. 


Receipts and Disbursements 

In connection with this plan, bound books 
of original entry are used with columns head- 
ed with the same four controlling accounts. 
Through one of these bound books go all re- 
ceipts and through another go all disburse- 
ments. The books operate similarly to the 
ordinary cash receipts and cash disburse- 
ments books except that there are two in- 
vestment columns in order to handle debit 
and credit items both in the receipts and in 
the disbursements books. This makes it pos- 
sible to handle complicated transactions such 
as, the sale of securities at profits or losses, 
the settlement of which might include ac- 
crued interest, one way or the other. There- 
fore. in the receipts book our headings will 
show credits to “PRINCIPAL,” “INCOME” 
and “INVESTMENTS,” then there is a di- 
viding line, followed by debits to “INVEST- 
MENTS” and to “CASH,” the cash being 
sub-divided into the various banks where the 
cash accounts are carried, none of the cash 
ever being carried on deposit with our own 
institution. 

The books of original entry show all trans- 
actions in chronological order and can al- 
ways be referred to in order to prove defi- 
nitely whether or not any particular trans- 
action occurred on this day. If the original 
entry is made properly and promptly no sub- 
sequent clerical error can be serious because 
it always can be traced back to the original 
entry if any question arises. 

As a matter of fact, the original entries of 
cash transactions are made on standardized 
ecards or on uniform vouchers and the record 
made in the books of original entry are brief 
and are sufficient only to indicate: what 
trusts are affected, from whom or to whom 
receipts or disbursements are made, and, in 
the case of receipts, to indicate briefly 
whether they are principal or income receipts 
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and in the case of income, whether they are 
regular income items, such as, bond interest, 
dividends, rents, ete. 


Posting Media 


We have found that more than 90 per cent 
of all cash receipts in the trust business are 
regularly recurring items such as bond cou- 
pons, dividends on ete. We have, 
therefore. adopted a uniform credit card (see 
Form No. 1) so that all such receipts are en- 
tered briefly on this card, the card being 
made out once and used over and over again 
for all similarly recurring receipts. The 
trust account is shown at the top of the card. 
The investment item from which the income 
is obtained is also shown at the top of the 
eard. Following that, is briefly shown on 
a single line for each item, the date received, 
the date on which the payment is made, the 
amount received. and, what we find is of vi- 
tal importance, the initial of the clerk or of- 
ficer who received it. This is “The” original 
entry and no one is ever permitted to change 
it. 


stocks, 


The record made in the original entry 
books which are described above as bound 


books, is therefore, actually the second rec- 
ord, but is transcribed exactly as written on 
the card. The person making the entry in 
the receipts book signs his initial on the card 
at the time of the entry and this card goes 
forward to the trust ledgers to be posted. 
After being posted, the initial of the clerk 
who posts to the trust ledger is signed on 
the card and then it is returned to the point 
of original entries and is filed under the due 
date of the next corresponding receipt so that 
it becomes a tickler card calling for a receipt 
on a due date. 

This card is used over and over again until 
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it is filled with entries and. of course, at all 
times it shows a complete record of income 
on the particular item of investment referred 
to at the top of the card and further than 
that. it shows the initial of the person who 
handles each one of these entries. As this 
ecard goes from one clerk to another, it is 
required of each clerk making an entry, that 
they ascertain that the record is complete up 
to that point. This avoids errors of omission 
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ForRM 1: UNIFORM CREDIT CARD 
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INCORPORATED 1864 


SAFE DEPOSIT AND TRUST CO. 


OF BALTIMORE 
13 SOUTH STREET 


SURPLUS AND PROFITS OVER $3,890,000 


OFFICERS 
JOHN J. NELLIGAN. CHAIRMAN OF BOARD 
JOSEPH B. KIRBY: PRESIDENT 


H. H. M. LEE e ° - 
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JOHN J. NELLIGAN 
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detached and the check cashed by the payee. 
An exact carbon copy of the original is made 
and is always retained in the office. This 
earbon copy is not perforated and records ex- 
actly what is typed on the explanation part, 
as well as the check itself. This voucher 
may be prepared at any point in the organi- 
zation so that any officer can have a voucher 
drawn and personally dictate the explana- 
tion. The voucher is posted exactly as dic- 
tated. The responsibility for the explana- 
tion is not upon the bookkeeper but upon the 
officer dictating the voucher. 

Again we find about 90 per cent of all 
vouchers drawn in the trust business are 
regularly recurring items and we provide a 
‘ard system which orders a voucher drawn 
regularly on certain dates. This card is 
printed on a form similar to the voucher it- 
self so that the voucher can readily be pre- 
pared from the card. The card shows the 


and makes it impossible for a monthly item 
to be accepted if the previous month’s rec- 
ord is not complete. This is a simple way tu 
avoid errors of omission and it works 10) 
per cent. 

For all non-recurring receipts a simple 
credit slip (Form No. 2) is used on which 
must be stated the name of the trust ac- 
count, the source from which the receipt is 
obtained and a brief but complete record of 
the transaction. This credit slip carries a 
debit and credit heading which corresponds 
to the headings of the columns of the Re- 
ceipts Book and a debit and credit entry is 
always made. For instance, the receipt of 
a bond as an addition to a trust would be a 
credit to principal and a debit to investments 
for whatever value applies. 


Uniform Voucher for Disbursements 


For disbursements a uniform vyoucher is 


used. ‘This consists of the original, which we 
perforate between the explanation part and 
the check part so that the explanation can be 


CREDIT DATE 


trust account from which the voucher is to 
be drawn, the name and address of the payee, 
the exact wording to be used in the explana- 
tion on the voucher in ac- 
cordance with the instruc- 





tions of the officer who is 





ACCOUNT NO. ae a 
DESCRIPTION 


authorizing it. It must 




















further indicate whether 
the charge is to be made 
from Principal or Income 




















ForM 2: CREDIT SLIP, CARRYING CREvIT AND DEBIT HEADING 


or, as in some few cases, 
Investments. This card is 
always signed by the offi- 
cer who authorizes it and 
is countersigned by the 
controller. After being so 
signed the clerk who is in 
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FRED. G. BOYCE, Jr., Vice-President 


charge of disbursements must conform 
strictly to instructions as shown on the 
ecard, no corrections being permitted, not 
even a slight change in the address. If any 
change is necessary a new card must be pre- 
pared which must again be signed by the 
officer in charge, who in that way, has his 
attention brought promptly to the change by 
signing and authorizing it. 

These cards constitute a tickler card file 
and are filed in order of dates on which the 
checks are to be drawn regularly. All in- 
formation is contained on the card. When 
the voucher is drawn, instead of the initial 
of the officer who would ordinarily authorize 
a voucher to be drawn, the initials “C. F.” 
indicates that it is a Card File Voucher. It 
is the duty of the clerk in charge of this 
file to see that all checks are drawn on the 
proper date according to instructions on the 
ecard and that the voucher does not overdraw 
the ‘account and to discontinue payments 
on the proper date. One of the most im- 
portant parts of fhe instructions on a card 
of this kind, is the Stop Date because it 
would be serious if the checks were to be 
continuously drawn beyond the period origi- 
nally intended. This method makes it pos- 
sible to make monthly payments for mainte- 
nance and support of minor children from 
a Guardian Account in accordance with 
Court Orders and when such payments are 
made the voucher in every case indicates 
that it does conform to a particular Court 
order and gives the date of the Court order. 
All vouchers are numbered and every num- 
ber must be accounted for. They are en- 
tered daily in their numerical order in the 
“Disbursements Book” which is the original 
entry book in bound form. 


Receipt and Delivery of Securities 
It is important that a careful record be 
made of the receipt and delivery of securi- 
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ties. All such transactions are recorded by 
us in a securities register. Being a chron- 
ological record it is to this that reference is 
made if any occasion arises in the subsequent 
accounting of the transaction. The headings 
of this book are drawn up in such a way that 
it provides for a record of “From whom Re- 
ceived,” “Trust Account affected,” “Name 
and Description of the Security,” with par- - 
ticular attention paid to such things as the 
last coupon attached to the bonds, rate of 
interest, maturity dates and security num- 
bers. 

We insist that the entry be made of all in- 
coming items directly from the securities 
themselves. In other words, the person mak- 
ing the entry for the receipt of bonds musg* 
have the bonds in his hands and make the 
record directly from the bonds. In this way 
we have an authority that can be used for 
all subsequent records as to the numbers of 
the securities, ete., and there can be no rep- 
etition of errors such as might oceur if the 
entry were made from a prepared list or reec- 
ord other than the securities themselves. 

The record for outgoing securities is made 
in the same book and in the same 
way except that the entries are written 
in red ink showing the outgoing trans- 
actions. In this case we do not _ insist 
that the entry be made from the securities 
but permit the entry to be made from a rec- 
ord of the withdrawal from the vault. Our 
reason for this is that securities having al- 
ready ‘been recorded as to numbers, ete., it 
is not so vitally important when they are 
being sent out that the details as to maturity 
dates, etc., be recorded. 

A receipt is always obtained for securities 
delivered and this receipt must correspond 
to the record of the security that was made 
when the item was received. From this se- 
curities register all subsequent records are 
made, such as the individual asset cards, 
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and tickler cards which are to come up on 
the due dates of the income, ete. 


Asset Cards 

The asset cards are all uniform size, made 
in duplicate and arranged in trays in alpha- 
betical order so that they can be readily re- 
firred to and checked with the controls 
either by individual trusts or by kinds of 
investments such as bonds, stocks, mort- 
gages, ete., or by individual securities such 
as the bonds of a particular corporation. The 
total values as shown by these individual 
ards always correspond with the control 
accounts. 

It is necessary at times that cards be made 
out in an incomplete form when securities 
are not delivered immediately upon the pur- 
chase. The simple rule that we have in 
force with that exception is that as soon as 
a voucher is drawn for the purchase of se- 
curities a corresponding investment card 


(Form No. 3) is drawn to represent the value 


and the voucher and ecard reach the control 
station at the same time. Of course in some 
eases securities not having been -received 
when the voucher is drawn the investment 
card would necessarily be blank as to the 
details of the investment and it is these 
blanks that are filled in on the investment 
cards from the investment register referred 
to above when the securities are received, A 
small red signal is always attached to an 
investment card that is incomplete and this 
signal is removed upon the completion of the 
record. It is, therefore. readily ascertain- 
able at all times what investment records 
are incomplete. 


Mortgages as Investments 
Mortgages have always been one of the 
most important investments in trust accounts. 
Mortgages vary considerably as to the terms, 
property, mortgagors, ete. They also vary as 
to their origin. some coming in kind with 
the estates of decedents, some being invest- 
ments made from cash in the estates. They 
also vary in how they are invested in trusts, 
some being carried as individual mortgages 
in the trust, some being split up in partici- 
pations in more than one trust and _ still 
others being in what is known as the Mort- 
gage Pool, participations in the pool of mort- 
gages being carried as investments in the 
trusts. 


We have as investments all kinds of mort- 


gages. While the procedure differs to some 
extent the general accounting and controls 
are uniform. We run two pools of mortgages, 
one contains individual mortgages, the other 
contains corporation mortgages. Participa- 
tions in these pools are sold only to our 
trust accounts. no outsiders are permitted to 

hold any part of it at any 








ACCOUNT 


time. This enables us to 

















CERTIFICATE NO. 


use a very simple form of 
participation certificate 
which is a combination of 








DENOM 
OR PAR 


the certificate itself and 





BOND DUE 





EARNINGS RATE 


of the asset record. 














AMOUNT 


This is on a_ simple 
ecard (Form No. 4) form 


BALANCE 

















of the same uniform size 
as the asset record of in- 





vestments, and changes 











of investments from time 





to time in the mortgage 





pool are recorded on the 








respective cards, each en- 








try being signed by an 























officer of the company. 





ForM 3: CORRESPONDENT INVESTMENT CARD 


This permits us at any 
time to prove the control 
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accounts of the mortgages and check the 
mortgages against the investment items. 
These certificates of participation are not 
numbered, have no official seal of the cor- 
poration, and cannot be construed as being 
corporate issues. They are, therefore, not 
taxable by the Revenue Department. It is 
necessary for the company itself to own a 
part of this pool, but this ownership is a 
very small percentage, being simply enough 
to take care of the fluctuations in the totals 
due to the payments received on mortgages. 


Sub-division of Controlling Acounts 

No sub-division is made of the control ac- 
counts so far as the ledger sheet is con- 
cerned but in the main control accounts a 
sub-division is made of two of the general 
headings 

“Investments” is sub-divided into: Mort- 
gages, Bonds, Stocks, Miscellaneous, Real 
Estate. “Cash” is also sub-divided into the 
respective bank accounts. 

We have one generally used “Trust Funds” 
bank account, on which the great bulk of 
the vouchers are drawn. We also have a 
great many individual accounts in various 
banks representing special trust accounts, 
and in addition to these we have inactive 
deposits with various banks. These neces- 
sitate separate records of each bank account, 
which in effect, are sub-divisions of the 
‘Cash” control account. To facilitate entries 
we use two columns in the Receipts and Dis- 
bursements books, one is used to represent 
the main “Trust Funds” account and the 
other is used for all other bank accounts. 


Corporate Trust Records 

The records of the Corporate Trust De- 
partment are kept entirely separate from the 
individual trust accounts and require entire- 
ly different forms because of the nature of 
the Corporate Trust Department’s duties. 
The cash in this department, however, is 
recorded in a single individual trust account 
which functions as a controlling account for 
the corporate trusts. This cash is in turn 
deposited as trust funds in various banks, 
none of it is carried on deposit with our own 
institution. We will not attempt to describe 
in this article the accounting forms of the 
Corporate Trust Department except to say 
briefly that they are in a general way sub- 
sidiary records reflecting transactions in the 
certification, delivery and cancellation of 
bond issues, also payment of coupons, and 
the transfer or registration of stock certifi- 
cates. 


Records of General Funds 


The records of the general funds of the 
trust company need no particular descrip- 
tion because they are largely standardized. 
The only comment with reference to these 
records is that they are at no time permit- 
ted to be combined with the trust funds 
records. Assets are at all times carried sepa- 
rately. The same kind of machinery, however, 
is used as described for trust accounts so 
far as relates to the recording of investments 
and the income on the investments. 


Internal Audit System 
Where there is a large volume of trust 
funds to be accounted for, it is necessary to 


MORTGAGE PARTICIPATION CERTIFICATE 
This is to certify that the SCRANTON LACKAWANNA TRUST CO, 


owns the Principal sum, as shown by account herewith, of certain mortgages 
standing in the name of the SCRANTON LACKAWANNA TRUST COMPANY 
and designated in the books of the said company as ‘“‘PARTICIPATION MORTGAGES” 
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have some kind of continuous internal audit 
which will insure proper accounting, prevent 
omissions and entries on wrong accounts, 
which are the two hardest things to control. 

This is done in a number of different ways, 
and in some eases by elaborate systems. A 
simple and yet adequate internal check-up 
system consists of a separate record made 
on a large card form for every investment 
item. This form provides for a brief entry 
showing the name of the trust, kind of in- 
vestment and the book value. This becomes 
an audit record and as long as the invest- 
ment remains in the trust, entries are made 


by the auditing department from various 
sources of information which it obtains. 


It particularly records the income re- 
ceived on the investments and obtains this 
information only from the ledger sheet, not, 
however, in the nature of a subsidiary post- 
ing from the ledger sheet, but rather by a 
check-up soon after the Gue date of the in- 
come item by the auditing department to see 
that it has been properly posted. If so, en- 
tries are made on the audit record which is 
then filed to come up again on the next due 
date. This constitutes a separate tickler sys- 
tem, bringing up all items of income on 
their due dates and shows the item not only 
having been received but having been posted 
to the proper ledger sheet. All omissions or 
errors are shown up in this way. 

By having all posting media come through 
the auditing department before it reaches 
the ledgers it is possible for the auditing de- 
partment to eliminate errors caused by mis- 
directed items especially in the case of 
changes of investments. If the wrong name 
of the trust account is used on an entry the 
auditing system can make a correction be- 
fore it is posted and in this way eliminate an 
error. 
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MARKET CONDITIONS AND TIME 
ALLOWED TO EXECUTORS IN 
SETTLING AN ESTATE 

The New York Appellate Division in a re- 
cent case involving objections to an execu- 
tor’s accounting in the matter of Kobbe as 
executor, took into consideration the unusual 
market conditions in deciding the question of 
whether or not an executor should be sur- 
charged for the loss in value of securities be- 
cause of failure to liquidate the estate within 
a reasonable time. 

The decedent left an estate of $1,500,000, 
in what appeared to be sound securities, The 
executors qualified on January 5, 1931. The 
will provided for more than fifty general 
legacies aggregating $650,000. In a separate 
paragraph $400,000 was allocated among a 
limited group of general legatees. The resid- 
vary estate was left to St. Luke’s Hospital. A 
codicil to the will bequeathed the further 
sum of $100,000 among a still more limited 
number of legatees. By the time the execu- 
tors had liquidated the estate and filed an 
account the value of securities had decreased 
to such an extent that there was nothing left 
for the residuary legatees and not enough 
left to pay all of the general legatees. 

Had the executors sold all of the securities 
in January, 1931, shortly after they qualified 
there would probably have been enough to 
pay all of the legatees and with something 
remaining for the residuary legatees. In 
August, 1931, the market value of the securi- 
ties showed a residuary estate of about $50,- 
000. In October there was a possible resid- 
uary estate and by November market values 
had decreased so that there was no residuary 
estate. Those who objected to the account 
of the executors claimed it was the duty 
of the executors to liquidate sufficient of the 
securities to pay off the general legatees and 
that their failure to do so was negligence. 

The court, after calling attention to the 
statutory provisions providing for the adver- 
tisement for claims and to Section 218 of 
the Surrogate’s Court Act which provides 
that no legacy shall be paid by an executor 
before completion of publication of a notice 
to creditors, or if none be published before 
the expiration of seven months from the 
time of granting letters, ruled that it may not 
fairly be said that the executors were negli- 
gent. The executors could not anticipate in 
the light of the expert advice given them, 
that there would be a later drop in the mar- 
ket. The executors acted well within the 
generally accepted one year period of liqui- 
dation and the court therefore held that 
there was no basis for holding the executors 
liable for negligence. 
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STATUS OF GUARANTEED MORTGAGES AS FIDUCIARY 
INVESTMENTS 


PLAN AND OPERATION OF PROTECTION CORPORATION IN NEW YORK 


GEORGE W. NAUMBURG 
President, New York Guaranteed Mortgage Protection Corporation 


(Eprror’s Note: Mr. Naumburg as head of the corporation authorized by law at the 
last session of the New York legislature to provide for a central agency to protect both the 
interests of holders of guaranteed mortgage and guaranteed mortgage certificates as well as 
conserve the assets of mortgage guaranty companies, discusses especially the situation in 
New York as to guaranteed mortgage holdings in the hands of trust companies and banks as 
fiduciaries. He maintains that guaranty of the principal of a mortgage is a thing of the past 
and must give way to some revised term of guaranty. He also states that real estate remains a 


sound investment for fiduciaries.) 


HE guaranteed mortgage and the guar- 

anteed mortgage certificate have been 

legal investments for trust funds for 
many years. The sections of the New York 
law t? at made such investments legal are 
Section 21 of the Personal Property Law, 
Section 111 of the Decedent’s Estate Law, 
and Section 188, Subdivision 7, of the Bank- 
ing Law. Today, because of the depressed 
condition of real estate, the security of all 
mortgages is questioned. The matter is fur- 
ther complicated due to the fact that the 
guaranty may be of doubtful value, because 
the total capital funds of the mortgage guar- 
anty companies are only a very small per- 
centage of the total outstanding guaranty 
liability. 


Creating a Centralized Agency and 
Unified Plan 

What the future of the guaranteed mort- 
gage and the guaranteed mortgage certificate 
will be, will depend largely on the ultimate 
solution of 'the existing problem. Because of 
the fact that there are estimated to be 
$1,000,000,000 in guaranteed mortgage certifi- 
cates in the hands of over 500,000 holders, it 
was necessary to create some agency to con- 
centrate representation of the holders so as 
to work out a unified plan. Following recom- 
mendations of the governor and legislation 
adopted pursuant thereto, the New York 
Guaranteed Mortgage Protection Corpora- 
tion was organized in April of this year. Its 
primary function is to represent the holders 
of guaranteed mortgage certificates. 

In the two and a half months that the 


corporation has been in existence, certain 
things have become self-evident. Primarily, 
it is impossible to bring about a reorganiza- 
tion of a particular mortgage without dis- 
astrous foreclosure, unless there is coopera- 
tion by substantially all of the holders of the 
mortgage. It has been demonstrated that 
nothing can be gained by a certain propor- 
tion of the holders sitting back and taking 
the attitude that someone else will pull the 
chestnuts out of the fire for their benefit. 
It cannot and will not work that way. 


Conserving Assets of Mortgage 
Guaranty Companies 

In-order to work out fair reorganization 
plans, the New York Cuaranteed Mortgage 
Protection Corporation, in every instance, 
undertakes an independent investigation of 
the condition of the mortgage and the mort- 
gaged property. Upon this investigation, and 
upon the recommendations of independent 
real estate experts, the corporation prepares 
a reorganization plan best suited ‘to the in- 
terests of the holders, and within the possi- 
bility of the property and the financial status 
of its owner. 

Foreclosures, broadly speaking, cannot be 
ealled a wise solution. There is too much 
delay; too much expense, and too much de- 
struction of values. Extension of maturity 
and, where necessary, moderate adjustor de- 
ferment of interest are preferable. Primarily, 
the real estate security underlying the mort- 
gage has value and merely constructive han- 
dling is required to bring it forth. 

With reference to the guaranties by the 
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mortgage guaranty companies, the corpora- 
tion has spent two and a half months in- 
tensively studying their liabilities and their 
assets, and has recommended to the Super- 
intendent of Insurance a plan for the con- 
servation of these assets so that they may be 
applied to the payment of the guaranty lia- 
bility as soon as this becomes fixed and de- 
termined. The plan will be put into effect 
by the Superintendent of Insurance before 
the end of July, 1933. 


Status of Fiduciary Investments in 
Guaranteed Mortgages 

In order to enable executors, trustees and 
trust companies to meet the changed circum- 
stances of 'the depression within the limits of 
their. fiduciary powers, extensive amend- 
ments were made by the 1933 Legislature in 
Chapters 319, 320, 321, and 323. In brief, 
these amendments permit fiduciaries and 
others, who have made a legal investment 
of trust funds in bonds and mortgages or 
in shares or parts of bonds and mortgages, 
the right to adjust, modify, reduce or re- 
lease any guaranties; and also, the right to 
vary the provisions of the bonds and mort- 
gages and to grant extension thereof, pro- 
vided ‘the agreement therefor is made_ be- 
fore April 1, 1935, and the extension is for 
a period of not greater than five years from 
the date of the agreement. Such agreement 
may be made although the value of the 
mortgaged property may not be sufficient to 
warrant an original investment. With these 
liberal grants of power to fiduciaries, it is 
possible for them to cooperate with the New 
York Guaranteed Mortgage Protection Cor- 
poration and participate in reorganization 
plans which can preserve the value of the 
existing mortgage investment and also en- 
able the Protection Corporation, through the 
Superintendent of Insurance, to aid in re- 
alizing upon the guaranties. 

As to the future, there is no doubt that 
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legislation will be necessary in the next ses- 
sion at Albany to make modification in the 
types of investments legal for trust funds 
and to safeguard the guaranty where it is 
offered as part of an investment. There 
seems to be rather an unanimity of opinion 
that guaranty of the principal of a mortgage 
is a thing of the past. What the precise terms 
of the guaranty of the future will be remains 
to be defined in the near future. 

While there is not a great deal of actuarial 
experience as a basis for rules and regula- 
tions, nevertheless the experience through 
which the mortgage guaranty companies have 
gone, and are now going, will provide a basis 
for computing what guaranty could have 
been given in the past, which would have 
been able to meet the present emergency. 
Whatever form the legislation, covering the 
modified guaranty may take, real estate re- 
mains a sound investment for fiduciaries; 
and the mortgage guaranty company plays 
a part in this investment in the proper se- 
lection of the mortgage, in service in connec- 
tion with supervising the carrying out of the 
mortgage and, to an extent still to be deter- 
mined, in connection with some guaranty of 
the mortgage. 


2, 


o, 
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N. 8S. Calhoun has been elected president 
of the new Guaranty Bank of Greensboro, 
N. C., which results from a reorganization 
of the North Carolina Bank & Trust Com- 
pany of that city, the Independence Trust 
Company of Charlotte and the Page Trust 
Company. 


The First National Bank of Mobile, Ala., 
reports resources of $19,189,327; deposits 
$15;000,000 ; capital $1,000,000; surplus $1,- 
500,000 and undivided profits of $173,482. D. 
P. Bestor, Jr., is president. The trust depart- 
ment is in charge of Vice-president and Trust 
Officer H. A. Pharr. 
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CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 


Statement of Condition, June 30, 1933 


RESOURCES 


Cash and Due from Banks . 

United States Government Securities . 
Other Bonds and Securities . 

Loans and Discounts . 

Stock in Federal Reserve Bank 
Customers’ Liability on Acceptances . 
Other Banks’ Liability on Bills Purchased 
Interest Accrued but Not Collected . 
Bank Building 

Other Resources 


LIABILITIES 


Capital Stock 

Surplus 

Undivided Profits 

Reserve for Contingencies 
Reserve for Taxes and Interest 


Deposits 

Acceptances. . : ; , 
Other Banks’ Bills Endorsed and Sold 
Discount Collected but Not Earned 
Other Liabilities 


$189,409,366.71 
128,413,856.24 
69,788,954.88 
343,028,965.79 
3,000,000.00 
11,071,804.83 
280,116.15 
2,080,319.45 
14,550,000.00 
619,414.32 


$762,242,798.37 


$ 75,000,000.00 
25,000,000.00 
1,600,717.16 
5,000,000.00 
10,042,172.37 
632,819,314.92 
11,286,234.71 
280,116.15 
594,828.74 
619,414.32 


$762,242,798.37 


OL 


The capital stock of the Continentai Illinois Company, held in trust for the 
stockholders of the Continental Illinois National Bank and Trust Company of Chicago, 


is not included in the above figures. 
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EVILS REMEDIED BY THE UNIFORM FIDUCIARIES ACT 


Placing the Responsibility Properly for Breach of Trust 


$ THEODORE K. WARNER, JR. 
Associate Editor of University of Pennsylvania Law Review 


(Epiror’s Nore: 


Modernization of the law respecting liability for breaches of trust 


is incorporated in the Uniform Fiduciaries Act, drafted by the National Conference of Com- 
missioners on Uniform State Laws and which has been adopted in a number of states and 


has likewise received sanction under judicial rulings. 


The primary purpose of the Act is 


to facilitate the performance of fiduciary obligations through uniformity of law and definite 


9 


rules as to “‘constructive 


notice of breaches of their obligations. 


The following article is 


reproduced from the University of Pennsylvania Law Review of May, 1933, to which readers 
are referred for complete notation of authorities and decisions.) 


N the initial application of the equitable 

principle that he who participates in a 

breach of trust may be held liable to the 
cestui que trust, the courts strictly con- 
strued the doctrine against the third party, 
readily implying notice of the intended 
breach, and requiring the utmost investiga- 
tion of the trustee’s acts. There could be 
no objection to a rigid enforcement of pen- 
alties against a trustee of other fiduciary 
who had violated his fiducial relationship, 
nor likewise to an application of similar 
rules to one who participated knowingly; 
but the imposition upon third parties deal- 
ing with a fiduciary of a duty to supervise 
the conduct of the latter became intolerable, 
proving itself a moral injustice to third 
parties and resulting in a serious retarda- 
tion of the administration of trusts. Conse- 
quently there developed in the law, by means 
of the modifications of judicial exceptions 
and the complete alteration of legislative 
enactments, a trend favoring third persons. 
The most recent evidence of this is the 
Uniform Fiduciaries Act, which is the ultima 
thule of constructive notice to third parties 
of a breach of trust. 


Upon adoption by the various states, the 
acts drafted by the National Conference of 
Commissioners on Uniform State Laws would 
seem to fulfil their obvious purpose of uni- 
formity; but they also bestow the unmen- 
tioned benefit of advancing the law upon 
that subject to its most modern point. Hav- 
ing been drafted by experts, considered sec- 
tion by section by a special committee and 
the conference, they represent, not the law 


of the majority of jurisdictions, but what is 
deemed the most suitable remedy of the evil 
attacked. Therefore, this act, although not 
the subject of constant litigation, is worthy, 
nevertheless, of consideration as manifesting 
the future of the field. 


Definition of Liability Under Act 

The Act, despite the broad and indefinite 
scope of its title, is limited to the liabilities 
of persons dealing with one, knowing him 
to be a fiduciary, and it disregards ‘“‘con- 
structive’ notice of this fact. Its sole pur- 
pose is to facilitate the performance by the 
fiduciaries of their obligations by establish- 
ing uniform and definite rules as to “con- 
structive” notice of breaches of their obli- 
gations. 

The feature of importance in the definitive 
sections, which define bank, fiduciary, per- 
son, principal, and good faith, is that the 
definition of good faith accords with the 
Negotiable Instruments Law, adopting the 
subjective test of honesty rather than the 
objective one of negligence. 

At common law the bona fide purchaser 
of trust property was held liable in equity 
to the cestui que trust if the trustee mis- 
appropriated the purchase price. The reason 
was that, at equity, a receipt to be valid 
must be that of the real owner, who, in such 
jurisprudence, is the cestui que trust. The 
result was twofold; the purchase: hesitated 
to deal with a trustee unless the trust instru- 
ment provided for freedom from liability, 
and the courts attempted to evade the rule. 
Wherever it was possible to imply in the 
terms of the trust an intention that the 





TRUST 


COMPANIES 


omplete TRUST SERVICE... 


im, Ditties EXCLUSIVELY 


© The First Wisconsin Trust Company offers complete corporate and in- 


dividual trust service . . . and trust service exclusively. No other bank- 


ing or investment functions make demands upon our time, our capital or 


facilities. A major unit of the Wisconsin Bankshares Group, this organi- 


zation constitutes the largest reservoir of trust experience in Wisconsin. 


FIRST WISCONSIN TRUST COMPANY 


MILWAUKEE 


Unit of Wisconsin Bankshares Group 





trustee was to have the power to give a valid 
receipt, the courts did so. Such an intention 
was inferred from the fact that the trustee 
could use his discretion in the application 
of the purchase price, or that he was re- 
quired to reinvest or generally distribute it, or 
to pay debts in general, or to pay debts and 
legacies, or to pay debts and apply the balance 
to the support of someone, or to pay to one 
unborn or under age or otherwise not having 
legal capacity or existence. In fact there 
were sO many exceptions to the rule that 
the rule became the exception. In England 
at an early date immunity was given by 
statute. Similar statutes were enacted in 
most of those states of the United States in 
which this doctrine gained a foothold. 

Section 2 of the Fiduciaries Act is based 
upon these statutes, being applicable to all 
fiduciaries, not merely trustees, and to all 
transfers not merely payments of money. 
However, it must be remembered that this 
applies only when the fiduciary is authorized 
to receive such payments. 


Freeing Corporation from Liability 
In the United States, a corporation which, 
having notice that shares are held in trust, 
registers the transfer of them without rea- 
sonable inquiry as to the powers and obli- 


gations of the trustee, is liable for the prox- 
imate consequences of its participation in 
the breach of trust if such occurs. The cor- 
poration must decide correctly whether it 
should register the transfer; if it is wrong, 
either the cestui que trust or purchaser may 
recover. This doctrine, which never pre- 
vailed in England, has been repudiated by 
modern statutes in certain states of the 
United States. 

The view of these statutes has been adopt- 
ed by the Uniform Act in Section 3, thereby 
freeing the corporation from liability where 
it acts without knowledge of the intended 
breach or without such knowledge as 
amounts to bad faith. This applies only 
where the stock is registered in the fiduci- 
ary’s name and not where registered in the 
name of the principal, decedent, or cestui 
que trust. Therefore, it constitutes no in- 
terference with provisions as to inheritance 
taxes. The Act not only protects the corpo- 
ration ‘but should render obsolete such un- 
desirable practices as trustees registering 
stock in their own names without disclosing 
the trust. 

Fiduciary Relations 


Although the Negotiable Instruments Law 
applies the test of good faith in determining 
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whether the holder of an instrument has 
notice of an infirmity, most courts will not 
recognize a bona fide purchaser for value as 
a holder in due course, if having knowledge 
of the trust he did not use reasonable care 
to investigate the authority of the trustee. 
This rule is applied irrespective of whether 
the transaction was for the personal benefit 
of the trustee or not. Yet in other situa- 
tions the fact of negligence has not been a 
bar. 

The Uniform Fiduciaries Act attempts to 
bring the law of trusts into conformity with 
the Negotiable Instruments Law. Where the 
instrument is not given in a_ transaction 
known by the taker to be for the personal 
benefit of the fiduciary, the transaction is 
presumed proper, and the taker is not bound 
to inquire. This is rebutted only by evi- 
dence of actual knowledge or bad _ faith. 
Hlowever, where the transaction is known 
to be for the personal benefit of the fiduciary, 
and the instrument is drawn by a third 
person payable to the principal or fiduciary 
as such, and then endorsed to the creditor, 
or drawn by the fiduciary payable to the 
creditor, the presumption established by the 
Uniform Fiduciaries Act is that the act was 
a breach of trust and the taker is liable for 
participation if this in fact oceurs. But 
Section 6 provides that where the instru- 
ment is drawn by a fiduciary payable to 
himself, personally, or to a third person and 
by him transferred to the fiduciary, and is 
thereafter transferred, the taker is not 
charged with notice even though the trans- 
action may be for the known benefit of the 
fiduciary, unless, of course, there is actual 
notice of the breach or bad faith. 

Rule Set Forth in Court Decision 

The principle underlying this rule has 
been most aptly set forth by Justice Loring 
in Johnson Kettel Co. vs. Longley Luncheon 
Co.: 

“The distinction seems to be this: Where 
the corporation note or other negotiable ins- 
trument is payable to the creditor of the in- 
dividual, the transaction which on the face 
of the note or other instrument is represented 
to have taken place is an appropriation of 
the corporation's money to the payment of 
the individuals debts and is bad unless 
shown good. Since the transaction is bad 
unless shown to be good and since the pur- 
chaser took with notice (given on the face 
of the note or other instrument), lis rights 
depend upon the transaction’s being or not 
being in fact what it purports on the face 
of the note or instrument to be and no ques- 
tion of a purchase in good faith can arise 
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But on the other hand where the note 
or other instrument is payable to the treas- 
urer or to a third person, and after being 
indorsed by the payee in blank is used by the 
treasurer in paying his individual debt, the 
transaction which on the face of the instru- 
ment is represented to have taken place is a 
payment by the corporation to the treasurer 
(where the note or other instrument was 
payable to him) and a payment by the corpo- 
ration to the third person and another pay- 
ment by the third person to the treasurer 
(where the note or other instrument was 
payable to a third person as stated above). 
In each of these last two cases the trans- 
action is good unless it is proved to be bad. 
In that case, if the corporation proves that 
the application of the note or other instru- 
ment of the corporation was a wrongful one, 
the rights of the creditor depend upon his 
having acted in good faith.” 


Authority of Fiduciary to Make Deposit 


In the majority of jurisdictions, a bank 
is not bound to inquire into the authority 
of a fiduciary to make a deposit. This ex- 
tends so far as to permit a fiduciary to 
credit to his personal bank account a check 
payable to him as trustee without creating 
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in the bank any duty to make inquiry. This 
latter result has been specifically approved 


by the Uniform Fiduciaries Act, for the 
purpose of abolishing the exceptions adopt- 


ed in several states. Likewise, both under 
numerous decisions and under the Act, the 
bank is not liable for payments of checks 
either from an account in the name of the 
fiduciary as such, or in the name of the 
principal, or from the fiduciary’s personal 
account when trust funds have been depos- 
ited there. But where the check is payable 
to the drawee bank and delivered in payment 
of or as a security for the personal debt of 
the fiduciary to it, the bank is liable if the 
act is in fact a breach of trust. It is obvi- 
ous in such case that the bank stands in a 
position as a creditor and the same rules 
must apply. Therefore the rule of Section 6, 
that a check payable to the fiduciary person- 
ally requires no inquiry, should discharge 
the bank in such case, but the decisions ap- 
parently have made no distinction. 

The final substantive section of the Act 
considers a deposit by two or more trustees, 
with authorization to one or more of the 
trustees to draw checks, and relieves both 
bank and holders of a duty to inquire wheth- 
er such authorization is a breach of trust. 
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Court Decision Defining Act as Controlling 

To date there have been three decisions 
in which a court definitely cited the Act 
as controlling, all three in the Supreme Court 
of Pennsylvania. The first, Norristown-Penn 
Trust Co. vs. Middleton, was a case in which 
a treasurer of a bank, embezzling funds, 
drew checks on the bank’s funds to pay his 
own debt. One of the checks was drawn to 
a fictitious person, endorsed with said name, 
and then delivered to a third party. ‘The 
court applied Section 6, holding that this 
was not notice of a breach of trust and left 
it to the jury upon the question of bad faith. 
The other checks were drawn directly 
to the creditor who was bound at his peril 
to inquire as to the right of the maker. 

The decision as a whole may well be taken 
as a precedent in the other states which 
have adopted the Act. 

Unfortunately the next decision was a blow 
to the essential purpose of the Act. In 
Pennsylvania Company for Insurances on 
Lives, ete., vs. Ninth Bank and Trust Com- 
pany, a trustee wrongfully drew a check on 
a trust account to the order of himself and 
deposited it in the drawee bank in payment 
of an overdraft. The court held the bank 
liable both in its capacity of creditor and 
as depository. Whether through fault of 
counsel, or the court’s disagreement with 
the legislature, Section 6 enacting that a 
check by the fiduciary to his own order, 
even in payment of a personal debt, imputes 
no notice was neither distinguished nor ap- 
plied, but rather the rule necessitating in- 
quiry where checks are drawn payable to 
a creditor (Section 5). Having thus imputed 
notice of the intended breach, the bank was 
also liable as a depository for paying the 
check. It cannot be argued that the par- 
ticular facts of this case constitute notice, 
since there are no other facts but those 
specifically stated in the Act as constituting 
constructive notice. Nor was the question 
of actnal knowledge or bad faith decided 
by a jury, since judgment was rendered for 
want of a sufficient affidavit of defense. How 
can the movement of uniformity, attempting 
to make practically binding the decision of 
any state on a uniform act, flourish when 
such a decision is rendered in one of the 
first interpretations of an Act? 

The third case, Union Bank and Trust 
Company vs. Girard Trust Company, held 
that where a teller and assistant treasurer 
of a bank, duly authorized and registered to 
execute clearing house due bills, issue such 
a ‘bill upon the instruction of the vice-presi- 
dent in payment of stock purchased by the 
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president, the payee was not put upon in- 
quiry. Section 5 imputes notice where the 
transaction is for the personal benefit of the 
fiduciary drawer; but here the drawers were 
not the president but the teller and assis- 
tant treasurer. Since it was not in payment 
of their personal debt, the payee was not 
put upon notice. ‘The decision illustrates 
a literal interpretation of the Act. 


Evils Remedied by Act ? 

By means of the foregoing principles, 
it is the purpose of the draughtsmen 
of the Uniform Fiduciaires Act to fa- 
cilitate the performance by fiduciaries of 
their obligations. The ancient rules often 
cast a heavy burden on honest fiduciaries, 
and yet were of little value in restraining 
dishonest ones. The serious penalties which 
overhung the head of a purchaser regard- 
less of his good faith, and the uncertain 
duties arising from particular situations, 
made prudent men unwilling to transact 
business with fiduciaries. The Act should 
remedy both evils, being very liberal in not 
imputing construction notice, and establish- 
ing uniformity by its universal adoption. 
But decisions such as that in Pennsylvania 
Company, etc. vs. Ninth Bank and Trust 
Company, will render the Act useless. For 
a court to disagree with the policy of the 
legislature or at least to be unwitting of it, 
and arrive at the opposite conclusion, will 
keep the law uncertain in that state, as well 
as destroy uniformity with states strictly 
construing the Act. It remains for the fu- 
ture to disclose whether the courts will in- 
terpret the Act in accordance with their 
personal opinions of justice or construe it 
as written and thereby effectuate the bene- 
ficial purposes of the Commissioners. 
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The Boatmen’s National Bank of St. Louis 

is discontinuing its investment affiliate. 
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THE DETROIT TRUST COMPANY TO RESUME OPERATIONS ON 
STRICTLY FIDUCIARY LINES 


The continued operation of the Detroit 
Trust Company of Detroit, Mich., is assured 
by the adoption of a plan submitted to Gov- 
ernor Comstock of Michigan and Banking 
Commissioner Reichert and approved by them 
and their advisory board. The plan contem- 
plates the carrying on of a_ strictly trust 
business, unassociated with any banks, in- 
vestment companies or holding companies. 

The business of the Detroit Trust Com- 
pany was conducted by two main divisions. 
The financial department accepted deposits 
and issued certificates of deposit therefor. 
The trust department acted as executor and 
trustee under wills, and handled all forms 
of trusts. These two departments existed 
side by side, but were entirely separate and 
distinct. The trust business of the company 
has not been affected by the situation brought 
about by the bank holiday. The trust de- 
partment operated in a normal and complete 
manner during the bank holiday without in- 
terruption, under the same management, and 


RALPH STONE 
Chairman of the Board of the Detroit Trust Company 


the trust company will continue hereafter 
as a fiduciary company with the same trust 
organization. 

The assets in which the deposits with the 
company are invested consist mostly of mort- 
gages, bonds and collateral loans, and cash 
on deposit in other banks. Naturally, these 
securities could not be converted immediately 
into cash to meet a general withdrawal of 
deposits which it was plainly indicated would 
have taken place, due to the suspension of 
the two national banks in Detroit which held 
over 90 per cent of the deposits in all of the 
banks of the city. Therefore it became nec- 
essary for the directors of the trust company 
to request the Governor and the Banking 
Commissioner to give the company the bene- 
fit of the provisions of the new State Emer- 
gency Bank Act in order that a plan might 
be prepared for the continued operation of 
the company and for the protection of the 
interests of the depositors. 

The plan provides that the cash, bonds, 
mortgages, and other property in which the 
deposits are invested, shall be sei aside in 
trust, collected, and the proceeds paid to the 
depositors. The earnings of the company 
will also be paid to them until the deposits 
are paid in full. 

The company is to have a minimum e¢api- 
talization of $4,500,000, to be paid in full 
and to be backed by cash and by sound as- 
sets. The capital structure will consist of 
$500,000 common stock, already subscribed in 
cash by the old directors and stockholders; 
$2,000,000 5 per cent cumulative preferred 
stock ; and $2,000,000 surplus. The preferred 
stock will be retired out of the earnings of 
the company and will be issued to depusitors 
for 25 per cent of the amount of their Ge 
posits. For the remaining 75 per cent of 
their deposits trust certificates will be issued. 
The remaining one-half of the carnings will 
be applied upon the depositors’ certificates. 
The balance of the certificates will be paid 
out of realization upon the assets of the 
company. The plan further provides that 
an assessment may be levied upon the pres- 
ent outstanding stock of Detroit Trust Com- 
pany against stockholders of the Detroit 
Bankers Company, the holding company, and 
common stock will be issued to such stock- 
holders as pay the assessment, in the amount 
of the assessment. 
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CONDENSED STATEMENT OF CONDITION 
June 30, 1933 


Che 
Cleveland 
Crust Company 


Located at Euclid Avenue and East 9th Street and in 59 
Community Centers throughout Greater Cleveland and nearby 


Assets 

Cash on Hand and in Banks $32,853,787.87 
United States Government Bonds and Certificates 15,852,054.12 
State and Municipal Bonds and Other Bonds and Investments, 

including Stock in Federal Reserve Bank 22,440,372.93 
Loans, Discounts and Advances 176,005,454.40 
Banking Houses and Lots and Other Real Estate. . Le 10,703,059.71 
Interest and Earnings Accrued and Other Resources. . w-see-  3,862,729.00 
Customers’ Liability on Letters of Credit and Acceptances 

Executed by this Bank 448,395.77 


$262,165,849.80 


Capital Stock $13,800,000.00 
Surplus and Undivided Profits 9,716,961.76 
Reserve for Taxes, Interest, etc 997,614.69 
Rediscounts and Bills Payable 
DEPOSITS 
$90,692,956.39 
138,046,730.08 
Cash Balances of Estates and Corporate Trust 
Departments (Preferred) 7,611,945.75 


236,351,632.22 
Other Liabilities 851,245.36 
Letters of Credit and Acceptances Executed for Customers.... 448,395.77 


$262, 165,849.80 


Member Eee ==" = Member Cleveland 
Federal Reserve System ~~.) ak 43 Clearing’ House Association 


March 31, 1933 $225,644,791.08 
June 30, 1933 $236,351,632.22 
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IMPORTANT DECISION BY SUPREME COURT OF MASSACHUSETTS 
AFFECTING RIGHTS OF TRUSTEES 


A decision of unusual importance to cor- 
porate and individual trustees was rendered 
July 5, 1933 by the full bench of the Supreme 
Judicial Court of Massachusetts, which was 
favorable to the trustees in the several cases 
of Edmund A. Rothwell vs. The First Nation- 
al Bank of Boston, et al, trustees. The deci- 
sion settles, at least in the Massachusetts 
jurisdiction, a question which has been quite 
uncertain up to the present time, namely, as 
to the rights of the trustee with regard to 
continuing activities in that capacity where, 
under the terms of the instrument, the date 
of distribution or dissolution has arrived. 

The principal issues between the parties in 
those cases relate to the proper construction 
of the will of the late James Rothwell, a 
Boston merchant, and as to what period of 
time a trust established under that will in 
1894 comes to an end, and the trust estate 
is to be conveyed by the trustees to the ulti- 
mate beneficiaries, The petitioner, Edmund 
A. Rothwell, a grandson, contended that the 
trustees were given one year from the death 
of his father, James E. Rothwell, in Novem- 
ber, 1928, to finish their duties and distribute 
and convey the entire property in their 
hands and possession. At the end of that 
year they had no further power to act as 
trustees, except to distribute and convey the 
property to the ultimate beneficiaries, and at 
the end of the year the beneficiaries were in 
effect equitable tenants in common of un- 
divided interests, with the power to require a 
division of the estate in accordance with the 
provisions of the will. He sought to hold 
the trustee personally responsible for all-ex- 
penditures and losses made or sustained since 
one year from the date of his father’s death, 
on the ground that the trustees were holding 
and managing the trust property without 
right. The Probate Court of Norfolk County 
had approved the action of the trustees. 

The will provided that one year after the 
happening of a certain event, in this case 
the death of James E. Rothwell, the trustees 
should divide the property into equal parts 
and should convey each part to the person 
entitled to it. It was argued on behalf of 
The First National Bank of Boston et al 
Trustees by Frank H. Stewart, Esq., that the 
trust was to be terminated by the conveyance 
of the trustees, after the settlement of their 
accounts, and not automatically at the expi- 
ration of the year, and that the trustees had 
acted properly in all respects. 


In a lengthy decision of Judge John C. 
Crosby, the Supreme Judicial Court held 
that the trust is not yet terminated; that it 
was not self-executing, and that the trustees 
did not become mere dry trustees at the expi- 
ration of the year. The trustees had a duty to 
convey, and that duty conferred upon them 
active duties as well, which include the li- 
quidation of the indebtedness of the estate, the 
payment of the trustees’ charges, attorney’s 
fees and other expenses, and acts incidental 
to the conservation of the property pending 
the settlement of their accounts. The trust 
will terminate only after the due settlement 
of the trustees’ accounts and conveyance. 
A decree of the probate court granting the 
trustees power to sell real estate to pay debts 
was affirmed. 

The petitioner contended, among other 
things, that the acts of James M. Rothwell, 
one of the trustees, were wholly outside his 
power and were solely on his personal re- 
sponsibility. In his decision Judge Crosby 
states that this contention is unsound, and 
after reviewing the acts complained of, de- 
cides that “manifestly the acts of the trustee, 
James M. Rothwell, were warranted.” 


RAYMOND H. Trotr 


Vice-president, Rhode Island Hospital Trust Company, 
elected President of the Rhode Island Bankers Association 
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COMMON STOCK IN THE INVESTMENT PROGRAM 


SOME PROBLEMS OF PORTFOLIO 


JOHN W. TEELE 
Trust Officer, Webster and Atlas National Bank of Boston, Mass. 


(Epiror’s Note: These are times when active trust officers may gain much through 
exchange of their individual experiences, especially in handling the numerous problems of 
handling various types of trust investments. Mr. Teele discusses some of the questions with 
which he has been confronted and how he has endeavored to find the proper solutions. A 
considerable portion of his article applies to common stocks as trust investments. He also 
traces a chart which reveals the reefs that most frequently are encountered by trust officers 


and financial mariners.) 


HE recent upheaval in the security 

markets has forced trustees and others 

charged with the care of property to 
concentrate on the problems of investment su- 
pervision as never before. Not only have 
many quoted values been cut to a fraction 
of their high figures but also, and what is 
more important, values as measured in terms 
of present and anticipated earnings have 
been turned topsy-turvy. The average trus- 
tee is in an unenviable position at the pres- 
ent time for he must somehow bring the finan- 
cial craft which are in his care safely into 
port in spite of adverse conditions. This is 
a task which will require a careful and con- 
servative guiding hand. The experience of 
the past several years should be of no small 
help in deciding upon policies to be followed 
and action to be taken. 


Some Puzzling Trust Investment Problems 
While an individual can take such risks 


as appear advisable to him with his own 
property, a trustee must toe the line of con- 
servatism at all times. His aim is necessarily 
to attain a real stability of income and prin- 
cipal of the funds entrusted to his care. The 
locking up of these funds in a safe deposit 
box will avail him nothing since if payments 
to beneficiaries must be made the loss of in- 
terest will slowly whittle away at the prin- 
cipal. It is necessary for the trustee to put 
the money to work and to keep it working, 
and, in doing so, to incur the smallest amount 
of risk that is consistent with the objective 
to be attained. While the individual re- 
quirements of the beneficiary or other inter- 
ested parties are very important and will 
modify the investment program to some ex- 


tent, there are some generalizations with re- 
gard to the proper investment policy for a 
trustee at this time which will hold good in 
the majority of cases. It is possible also to * 
draw certain rather definite lines which it 
will usually be dangerous to cross. A trustee 
should be willing to devote considerable time 
to the consideration of these matters of pol- 
icy and to the formulation of rules and re- 
strictions, in the light of present conditions, 
for his own guidance. It is far too easy to 
keep the fiduciary head buried in the sands 
of indecision while simply hoping for the 
best. 

For the purpose of this discussion we will 
assume a familiarity with the characteris- 
ties of a good bond or stock. For the selec- 
tion of high grade securities is of primary 
importance, to be sure, but it is only the be- 
ginning of a well rounded investment pro- 
gram. We will also assume a knowledge 
of the legal requirements and restrictions of 
the state under whose laws we are operating. 
More puzzling, because of their intangible 
character, are such questions as: what pro- 
portion of bonds, preferred stocks, common 
stocks, ete., should be held under varying 
conditions; how long to wait and how much 
evidence to demand before selling a security 
which is already in the portfolio; what to 
do with funds received from the sale of a 
depreciated security; whether to attempt to 
recoup losses which have been incurred and 
how far to go in this direction; etc., etc. 


Probing Common Stocks as Trust Investments 

A whole subject for study by itself is that 
of common stocks as trust investments, as- 
suming ‘their purchase is permitted by law or 
authorized by the creators of living trusts. 
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This class of investment in its present form 
is relatively new and there is a great deal 
of exploration and pathfinding to be done 
before its advantages and limitations from 
the standpoint of a trustee can be defined. 
The recent whirls of speculation have forced 
the attention of the public on common stocks 
to an unprecedented degree. 


There are many who now claim, as they so 
vociferously claimed the reverse in 1929, that 
common stocks are an unsatisfactory and 
unfit vehicle for investment funds. There 
are others, however, who feel that high grade 
common stocks may be held or purchased in 
reasonable amounts. They feel also that 
common stocks may under normal conditions 
act as somewhat of a buffer when bond prices 
decline and that a trustee is unwise in closing 
his eyes to this possibility. Here again the 
primary difliculty is not so much in choosing 
what stocks to buy, although that is a very 
important matter, as in deciding what pro- 
portion of the total funds should be invested 
in equities and how strictly the determined 
percentages should be maintained. 

At the present time, many trustees are in 
a dilemma on account of having taken over 
or maintained accounts containing a large 
proportion of common stocks. The cost prices 
are in most cases much higher than current 
market prices and it may be that there is 
some doubt as to the investment rating which 
should be given to some of the securities. The 
income of the account has in all probability 
shrunk considerably, further complicating 
matters. It may be that instead of common 
stocks, the account contains a large percen- 
tage of speculative or semi-speculative bonds. 
In either case the problem is the same, and 
a great deal hinges upon the decision of the 
trustee as to the best way out. 


Taking a Middle Road with Questionable 
Securities 


A sale forthwith of all of the securities 
about which there is any questicn whatso- 
ever could hardly be justified on reasonable 
grounds. Such a procedure in these times 
would be very similar to that of a man who, 
having crushed the fender of his car in an 
accident, takes a sledgehammer and finishes 
th> job. True, he has settled the matter 
once and for all but hardly in a satisfactory 
manner. Neither is it wise for a trustee in 
this situation deliberately to take no action. 
Not only will he be very apt to sustain fur- 
ther loss but he may also be rendering him- 
self liable. There appears to be increasing 
evidence that the courts are tending more and 
more toward holding a fiduciary responsible 


for unwise inaction as well as for ill consid- 
ered action. How, then, can we find the 
middle road which lies somewhere between 
the undesirable extremes of waiting and hop- 
ing on the one hand and slashing out drasti- 
cally on the other? ‘The following conclu- 
sions may be of some value in tracing its 
devious path. 


A trustee is justified to some extent in 
continuing to hold through periods of de- 
clining business, and particularly through ex- 
traordinary periods of this sort, some securi- 
ties which he would not ordinarily purchase. 
These must be, however, securities which in 
normal times would be considered to be good 
investments. <A trustee is not justified in 
holding a depreciated security in the hope 
of an improvement in price if the security 
would not normally be considered to be of 
investment grade. 


Sale of Depreciated Security and Substitution 


If a depreciated security is sold, the deci- 
sion as to the investment of the proceeds of 
the sale should be governed primarily by the 
distribution of the securities in the account 
between bonds, mortgages, stocks, ete., and 
the program which has been decided upon 
for that account. In other words, the pro- 
ceeds of the sale of common stocks, even 
though these stocks may be greatly depre- 
ciated in market value from the purchase 
price, should not be invested in other stocks 
unless the account needs other equities in 
order to have proper distribution. 


It can be stated that there is no differ- 
erce between the money obtained from the 
sale of a depreciated security and money in 
a savings bank. ‘Simple as this statement is, 
it is contradicted, time after time, by peo- 
ple who allow the past history of their funds 
to influence their decision as to employment 
of these funds in the future. The use of 
money received from the sale of stocks, fiom 
a savings bank or from any other source in 
making a purchase designed to make up a 
loss previously incurred is not justified if 
this action would place a disproportionate 
amount of the total funds in equity securi- 
ties at the expense of investment bonds. 


As an illustration, let us assume that a 
trust account has a very large percentage in 
common stocks and a very small percentage 
in bonds. ‘This is obviously an undesirable 
condition. A decision is reached to sell a 
stock which has suspended dividend pay- 
ments and which incidentally shows a large 
loss to the holder. In this case the proceeds 
should be placed in high grade investment 
bonds even though common stocks are con- 
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sidered to be in an attractive position. Asa 
second illustration, assume that the sale of a 
depreciated bond is decided upon for an ac- 
count which contains a very small percen- 
tage of stocks and a very large percentage 
of high grade bonds. In this case the pur- 
chase of a sound dividend paying stock may 
be justified and in fact is probably desirable 
if common stock prices are at a reasonable 
level. 

If a stock or a bond has become less at- 
tractive as an investment than when it was 
purchased or taken over and its sale is de- 
cided upon, the proceeds should be invested in 
accordance with ‘the principles outlined 
above. In other words, if for proper dis- 
tribution bonds are needed, then bonds should 
be purchased, and if for proper distribution 
stocks are needed. these should be purchased. 
In either case, as in all cases where trust 
funds are involved, the securities purchased 
should be of high grade investment character. 
In this connection it should be emphasized 
that an attempt to replace without loss of 
income a security which has fallen off in in- 
vestment standing is usually unwise. If 
market conditions are at all normal the yield 
from any given security will usually be a fair 
indication of the amount of risk involved in 
its purchase. 


Holding Stocks as Permanent Investments 

Another phase of the subject that must re- 
ceive attention is the question of the desir- 
ability of holding stocks as permanent in- 
vestments and regardless of fluctuations in 
price and changes in general market condi- 
tions. A high grade bond will ordinarily re- 
main relatively constant in market value 
while a so-called investment stock can depre- 
ciate enormously if business falls off. A 
familiar case in point is that of the common 
stock of the United States Steel Corporation 
which has recently sold at a small fraction 
of its former high. The problems involved in 
handling this situation arise chiefly because 
of the admitted difficulty of making reliable 
forecasts of the course of business and of 
the stock market. 

Again, trustees have been in the habit of 
holding securities believed by them to be 
good through thick and thin and it is in 
many cases necessary to make out an excep- 
tionally strong case before consent can be ob- 
tained for the sale of a stock the future for 
which appears doubtful. A suggested meth- 
od of approach for this particular phase of 
the investment problem is the adoption of 
the simple plan of gradually increasing the 
proportion of stocks when prices appear fa- 
vorable and decreasing this proportion when 
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, PARTNER, 
—would you miss his skill, his 
counsel, his sales or managerial 
ability if his services were suddenly 
lost to your business? 
To-day, as never before, you need 
to ensure to your business the finan- 
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outline a plan of business life in- 
surance for your company. Your 
banker will approve. 
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stock prices appear high. The per cent of 
total funds invested in common stocks would 
be varied in this fashion between such limits 
as had been decided upon as reasonable. If 
some such plan as this is not adopted it 
would seem wise not to invest in common 
stocks at all for trust accounts, or at least 
to limit the amount of stocks to a very small 
proportion indeed. 

One very desirable feature of the plan of 
changing the proportion of the different 
classes of securities held, from time to time, 
is that there would be an additional force 
at work to bring about a constant revision 
of the list of holdings, thus helping to in- 
sure that none but the highest grade securi- 
ties would be held. If no changes are made 
in a list of securities until it can be shown 
beyond possibility of argument that one or 
more of them have lost their former standing, 
the change will, as a rule, be made too late 
to avoid a very substantial loss of principal. 


Railroad Stocks as an Example 
The railroad stocks have been, during this 
period of uncertainty, good examples of the 
working out of this principle. Where these 
stocks have been held by a trustee “because 
they have always been good and will be 





74 TRUST COMPANIES 


again,’ this statement, the probable accu- 
racy of which is admitted, does little to com- 
pensate the interested parties for ‘the loss of 
principal and income which has been in- 
curred. It is true that the principal if not 
the income may be recovered at some future 
time but there appears to be grave doubt as 
to the advisability of not taking steps to 
minimize or avoid such losses as these. It 
may well be pointed out that if securities are 
deliberately held through periods of uncer- 
tainty during which their market price will 
probably be seriously affected, the decision 
to hold them must be made with the expecta- 
tion that ttheir sale will not be necessary. 
What happens if for some unforeseen reason 
their sale becomes necessary? A few forced 
sales under these conditions will upset the 
applecart! 

Mortgages which in the past have usually 
been a steadying influence are now in many 
cases in a doubtful position. Here there is 
usually the additional embarrassment of the 
lack of a ready market. Obviously if a se- 
curity cannot be sold, nothing can be done. 
If, however, a cash market does exist, a de- 
cision must be reached after a careful study 
of the situation and in the light of the same 
principles which have been adopted for the 
management of other classes of investments. 


Avoiding Reefs 

In conclusion, some of the reefs which lie 
in wait for unwary financial mariners may 
be charted as follows: 

Stagnation of Funds.—All or too high a 
proportion of the investment funds kept in 
a safe deposit box, in cash or in needlessly 
low yield securities. 

Undue Risk of Funds and Buying for Quick 
Appreciation.—Money placed on interest at 
5 per cent will double in about fourteen years. 
This sort of appreciation has been found to 
be very satisfactory in the long run. 

Buying for a High Rate of Return.—One 
fairly certain way to obtain a low net yield 
is to buy high yield securities. One default 
of principal will wipe out many laboriously 
accumulated income dollars. 

Buying to Make Up a Previous Loss.—An 
uncontrolled policy of buying to make up a 
loss will probably result in increasing rather 
than reducing this loss. Judgment tends to 
be weakened if too much thought is given 
to previous adversities. 

Holding a Security or Property Until It 
Can Be Proven Mathematically that It Is Not 
a Desirable Investment.—Some anticipation 
of events is expected of a trustee and it is 
often necessary to take a small loss in order 
to avoid taking a big one. 


ESTATE ANALYSIS AND WHAT IT 
ACCOMPLISHES 

The experience gained by trust companies 
as fiduciaries over a course of years in ad- 
vising prospective testators as to the wisest 
course of estate conservation and distribu- 
tion, especially in the preparation of wills 
and trust instruments, should be made freely 
available to all clients. This does not en- 
croach upon the domain of the lawyer where 
the technical and legal details of will writing 
or drafting trust instruments is left to pro- 
fessional talent. What may be accomplished 
by skilled estates analysis in making sound 
testamentary and fiduciary provisions is set 
forth in an excellent booklet distributed by 
the estates analysis department of the To- 
ronto General Trusts Corporation of Toronto, 
Canada. The purpose of the booklet is not to 
try to exhaust a subject which is inexhaus- 
tible, but to indicate that the whole subject 
of estate conservation and distribution pre- 
sents a great variety of complex problems. 

The estates analysis department: of the 
Toronto General Trusts Corporation has 
functioned effectively over a series of years 
and the booklet explains how such facilities 
are made available and as a preliminary to 
a consideration of writing wills. The prac- 
tical side of wills is first discussed, emphasiz- 
ing wisdom of giving trustee discretionary 
powers in matters of investment and dealing 
with contingencies. Life insurance agree- 
ments are advocated as providing a practical 
solution in connection, especially, with bust- 
ness interests and likewise as part of the 
estate plan. The booklet also dwells upon 
savings that may accrue in succession duties 
and deals further with dispositions and plans 
of distribution affecting the welfare of bene- 
ficiaries and making the most of the estate 
by means of flexible provisions and author- 
ity conveyed to trustee. 


FIRST CITIZENS OF UTICA 

Among the up-state New York trust com- 
panies which have shown steady progress 
and acquitted themselves most efficiently 
during recent years, is the First Citizens 
Bank and Trust Company of Utica. The 
June 30th financial statement shows banking 
resources of $48,930,453 with abundant pro- 
portion of high grade and liquid assets. 
Deposits total $37,027,029. Capital is $2,000,- 
000; surplus and undivided profits $2,530,605 
and reserves of $2,384,496. The trust de- 
partment of the Company reports total fi- 
duciary funds of $36,252,310, of which $15,- 
061,664 consists of trusts under wills and 
agreements. 
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NORMAL AND PROGRESSIVE BANKING CONDITIONS RESTORED IN 
DETROIT BY NEW NATIONAL BANK OF DETROIT 


One of the outstanding achievements in 
banking recovery of the country since the 
banking holiday is that which marks the or- 
ganization and the first three months of the 
remarkable operations of the new National 
Bank of Detroit under the guidance of Presi- 
dent W. S. McLucas and his able associates. 
It is now generally conceded that the state 
moratorium and banking conditions in Michi- 
gan and especially Detroit largely precipi- 
tated the declaration of a national banking 
holiday. For six weeks prior to the opening 
of the new National Bank of Detroit on 
March 24th, there was an almost complete 
prostration of commercial banking transac- 
tions in Detroit because of the closing up of 
its largest banks. As the fourth largest city 
in the country it was obvious that Detroit’s 
plight exerted a widespread and disastrous 
influence which acquired nationwide scope. 

How ably the new National Bank of De- 
troit leaped into the breach and how swiftly 
it has brought about a restoration of sound 
banking relations, releasing large sums of 
tied up deposits and enabling the business 
and commercial interests of that city to avail 
themselves of the opportunities of the cur- 
rent period of increasing activity, is written 
between the lines of the first financial state- 
ment of that institution as of June 30th. It 
reflects one of the most remarkable perform- 
ances in banking recovery in the entire an- 
nals of American banking. 

Within the three months that this new 
bank has been operating it has made avail- 
able cash distribution from deposits tied up 
in closed banks to 800,000 depositors and rep- 
resenting not less than $131,000,000 in cash. 
But what is even more significant is the 
evidence of confidence and the spontaneous 
support given by the people of Detroit. Ap- 
proximately more than $100,000,000 of this 
released cash has found its way back again 
into effective accounts of the National Bank 
of Detroit. As compared with about $25,000,- 
000 deposits reported by the new banks 
within a few days after its opening, the 
June 30th, statement shows after three 
months’ operation accumulated deposits of 
not less than $155,619,634. An organization 
with a personnel of 600 has been knit into 
perfect departmental organization and fa- 
cilities of the main office are broadcast 
throughout the city by twenty-five well or- 
ganized branches. 

A further glance at the June 30th state- 


ment is illustrative of masterful banking 
management. Cash and United States Govern- 
ment holdings among resources amount to 
$98,711,092 as compared with commercial, 
bank and savings deposits of $150,000,000. 
Loans and discounts of $77,687,000 are in- 
dicative of how actively the bank is financing 
the needs of local merchants, manufacturers 
and other business interests, keeping funds 
productively employed at a time of stimu- 
lated activity. Capital, surplus and undi- 
vided profits of the bank amount to $25,207,- 
199. Incidentally, there is a_ substantial 
earned addition to undivided profits after 
providing for all accruable expense and all 
known or probable losses in loans and in- 
vestments. 

A printed statement by President McLucas, 
accompanying the first financial statement, 
makes clear the policies and the progressive 
facilities of the institution. He comments’ 
upon the task of the bank in purchasing as- 
sets of the closed banks in order to release 
urgently needed funds and restoring the 
blood stream of commerce. No restraints 
were placed upon depositors receiving cash 
payments which, however, in large volume 
were redeposited in the new bank. Mr. Me- 
Lucas emphasizes that while the bank is pri- 
marily a commercial bank its facilities are 
available to all, including savings and small 
accounts. It is made clear that each ac- 
count stands on its own feet so that small 
accounts receive the same quality of service 
as the larger. The prime policy of the bank, 
Mr, McLucas says, is to achieve a proper 
balance between liquidity for protection of 
depositors and constructive extension of 
credit to stimulate the business of the com- 
munity. The National Bank of Detroit is a 
legal entity unto itself and is entirely inde- 
pendent of either of the old banks in the 
hands of receivers. Those who are familiar 
with Mr. McLueas’s career are saying “I 
told you so.” 


Former Governor Alfred E. Smith of New 
York has been elected a director of the New 
York Life Insurance Company succeeding 
George M. Reynolds, formerly head of the 
Continental Illinois National Bank & Trust 
Company, who has resigned. 

The Bank of New York & Trust Company 
is circulating among its clientele a pamphlet 
which describes the National Industrial Re- 
covery Act and Reemployment Taxes. 
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TRUST COMPANY ORGANIZED BY NEW YORK SAVINGS BANKS 


Organization of the Savings Bank Trust 
Company, formed under the auspices of the 
138 members of the Association of Mutual 
Savings Banks of the State of New York, 
as approved by the State Superintendent of 
Banking, gives mutual savings banks access 
to resources of the Federal government for 
the first time in their history. Already rati- 
fied by 133 of the savings banks with com- 
bined deposits in excess of five billions, the 
trust company provides the long-sought cen- 
tralized agency for discount of their paper 
and pooling of surplus cash, and at the same 
time opens a channel for rediscount with the 
Federal Reserve Bank of New York. This 
plan obviates the necessity or inclination of 
savings banks to join the Reserve System 
individually, with its attendant imposition 
of deposit guaranty, to which they are hesi- 
tant of submitting their class of deposits. 
Facilities as now provided for obtaining cash 
through pledge or sale of sound securities 
to the central agency have been developing 
since 1925, when Darwin James addressed 
the association convention after talks with 
George V. McLaughlin, president of Brook- 
lyn Trust Company, then superintendent of 
banks. Not a temporary emergency measure, 
the plan has, however, been concluded under 
pressure of relieving restrictions on with- 
drawals of savings deposits. 

The Savings Bank Trust Company is capi- 
talized at $107,500,000, of which $50,000,000 
is to be provided by the Reconstruction Fi- 
nance Corporation through subscription to 
-apital notes bearing 5 per cent, equivalent 
to preferred stock, and the remainder 
through purchase of $5,000,000 in common 
stock and about $50,000,000 in junior capital 
notes by the participating savings banks. The 


Federal Reserve Bank of New York has in- 
dicated that it will extend credit facilities 
up to $100,000,000. At the organization meet- 
ing the following temporary officers were 
chosen: Andrew Mills, Jr., president; David 
H. Lanman, vice-president ; Cornelius R. Ag- 
new, treasurer, and Lewis Gawtry, secretary. 
While the bank will operate similar to other 
state chartered banks, it will not act in any 
fiduciary capacity. An important distinction 
between the trust company organization and 
that previously contemplated for a central 
fund is the recourse to federal funds, not 
possible under the latter method, 

To provide facilities for member savings 
banks to secure cash for their mortgage 
holdings when the general market is not re- 
ceptive, and to aid liquidity of these long- 
term investments, the Institutional Securities 
Corporation has been chartered with capital 
funds of $10,000,000 subscribed by the sav- 
ings banks. Temporary directors are Adolf 
A. Berle, prominent New York attorney, Ru- 
dolph P. Berle and Lina W. Berle. The Re- 
construction Finance Corporation has already 
authorized loans to the corporation, based on 
mortgages, to the extent of $100,000,000, and 
bearing 41%4 per cent interest. With the start 
of operations by the trust company, the sav- 
ings banks will be in position to remove pres- 
ent restrictions which limit withdrawals to 
$250 a week per account. 

According to reports of the association, 
total deposits of the mutual savings banks 
of New York State amounted to $5,130,288,- 
000 on July ist, representing 5,748,000 ac- 
counts and showing an increase since shortly 
before the depression in July, 1929, but a 
decrease since April 1, 1933, of $89,932,000, 
due to necessitous withdrawals. 
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ROLAND E. CLARK HEADS NEW TRUST 
DEPARTMENT 

Numerous friends in trust circles will be 
pleased to learn that Roland E. Clark, who 
was head of the trust department of the 
Fidelity Trust Company of Portland, Me., 
since 1919 and active in trust associational 
work, has been elected vice-president in 
charge of ‘the trust department of the newly 
organized National Bank of Commerce of 
Portland. Mr. Clark was chiefly responsible 
for the organization of the Corporate Fidu- 
ciaries Association of Maine and has served 
the last three years as a member of the ex- 
ecutive committee of the Trust Division of 
the American Bankers Association. He is 
recognized as one of the foremost authorities 
on trust management in New England as 
evidenced by the high type and volume of 
trust business which was developed under 
his guidance by the former Fidelity. 

The National Bank of Commerce of Port- 
land is absolutely a new bank and is not a 
merger or consolidation or reorganization of 
the Fidelity Trust Company and Casco Mer- 
ecantile Trust Company. It is understood, 
however, that practically all of the trust ac- 
counts of the trust department of the Fidel- 
itv have been held intact by Mr. Clark and 
that there is every promise of securing con- 
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sent to the transfer of such business and ap- 
pointment for the new bank. Those who 
know Mr. Clark are convinced that he will 
not only succeed in this task but will de- 
velop for the new national bank a trust de- 
partment of the highest standard. Closely 
associated with Mr. Clark will be Alden H. . 
Sawyer, who has been elected assistant trust — 
officer of the National Bank of Commerce. 
He is a graduate of Bowdoin and was for- 
merly with the Fidelity as assistant trust 
officer. The new national bank will also 
occupy the spacious and modern quarters for- 
merly the home of the’ Fidelity, including 
safe deposit vaults. 


FIRST WISCONSIN NATIONAL CELE. 

BRATES EIGHTIETH ANNIVERSARY 

The First Wisconsin National Bank of Mil- 
waukee recently marked the eightieth year 
of its founding in 1853. Throughout these 
eighty years the organization has been a 
bank of outstanding strength in the north- 
west and central west, keeping pace with the 
progress of the city and territory it serves. 
The June 30th financial statement shows 
combined resources of $151,717,018 including 
cash and due from banks $42,291,542; U. S. 
Government securities $22,344,137; invest- 
ment securities $6,261,316; loans and dis- 
counts $73,460,331. Deposits have shown 
substantial gain during the last quarter and 
total $123,328,667. Capital is $10,000,000; 
surplus $5,000,000; undivided profits $1,312,- 
219 and reserve account $636,293. 


Harley A. Drollinger, vice-president of the 
Manufacturers & Traders Trust Company of 
Buffalo, has been elected a member of the 
Executive Council of the American Bankers 
Association, representing the New York State 
Bankers Association. 
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THE SPRINGFIELD SAFE DEPOSIT AND TRUST COMPANY OF MASSA- 
CHUSETTS TAKES POSSESSION OF ITS STATELY NEW HOME 


Typical of the stability and successful ca- 
reer of the institution covering a period of 
nearly half a century, is the impressive new 
home of the Springfield Safe Deposit & Trust 
Company of Springfield, Mass., which was 
recently opened to the public. The classical 
design of the building is in keeping with the 
conservative policies of this trust company 
which has been among the foremost in New 
England in interpreting the best ideals of 
both banking and trust service. Measured 
by actual figures its record may be confirmed 
by capital and surplus of over $2,000,000 ; 
deposits of over $11,000,000 and with trust 
and agency accounts aggregating well over 
$50,000,000. 

Founded in 1886 by John G. Mackintosh 
and a group of associates, the opening of 
the new home also marks the forty-seventh 
year of the bank’s successful service. The 
building is exclusively for the use of the 
company. Combining a granite base with ex- 
terior walls of limestone and doors of bronze, 
the structure imparts an aspect of solidity 
which is expressive of the enduring qualities 
of responsible service. The exterior of the 
well-proportioned four-story structure stresses 


simplicity of architectural form and re- 
strained use of ornamentation. Entering the 
two great bronze doors on the State street 
level the initial impression of the interior is 
one of welcome warmth and lofty spacing 
with ten huge windows capped by the murals 
of the ceiling and rear wall. The mural at 
the end of the banking room outlines the 
impressive skyline of lower Manhattan with 
a span of the Brooklyn Bridge in the fore- 
ground, done by Carroll Bill. Another paint- 
ing in the director’s room depicts William 
Pynchon receiving from Indians the deed for 
the site of Springfield. Officers quarters are 
in the rear of the main banking room. Spe- 
cial accommodations are provided for women 
customers, including an artistically decorated 
reception room. 

Interior walls are of French limestone 
with base of yellow Numidian marble which 
is also used for counters. Illumination is 
provided by indirect lighting along the ceil- 
ing borders. Bookkeeping and transit de- 
partments are situated on the second floor, as 
is the directors’ room, which is in keeping 
with the general design. On the third floor are 
locker and restaurant facilities for employ- 


ATTRACTIVE MAIN BANKING ROOM OF THE NEW HOME OF THE SPRINGFIELD SAFE DEPOSIT & 
TRUST COMPANY AT SPRINGFIELD, MASS. 





TRUST COMPANIES 


ees. A large file room is also provided and 
additional space allowed for future expan- 
sion. The building is likewise completely 
equipped with acoustical, sound-absorbing 
material, and ventilated by an air-condition- 
ing plant. 


Special attention has been given to the 
trust department which occupies the entire 
fourth floor, with large light rooms for ad- 
ministrative officers and consulting chambers. 
Coincident with the planning of the new 
building the company searched far and wide 
to introduce the latest and best equipment 
in trust work. In the management of its 
trust responsibility the Springfield Safe De- 
posit & Trust Company has the advantage of 
a president, Edward Kronvall, who has had 
many years of actual experience in trust 
work and gives to this department his per- 
sonal attention. Directly in charge of the 
trust department is Vice-president E. Con- 
verse Lincoln with whom are associated Ches- 
ter J. Chambers as trust officer and Eugene 
W. Shaw and Paul M. Vining as assistant 
trust officers. The banking department is 
headed by Vice-presidents Harry L. Bradley 
and Harold White with Robert R. Emerson, 
treasurer and Moritz A. Kuhn, assistant 
treasurer. 


A feature of the new home is the superior 
installation in the safe deposit department 


of a vault constructed by the York Safe & 
Lock Company, from whose 

plant at York, Pa., have 

come vaults for most of the 

Federal Reserve banks. Re- 

cently this company receiv- 

ed contracts for two heavy 

yault entrances for the 

Treasury Building in 

Washington. 


Initial capital of the 
Springfield Safe Deposit & 
Trust Company in 1886 was 
$200,000. Twenty-two years 
later the bank moved to 
new quarters. By that time 
capital had increased to 
$500,000 with surplus and 
undivided profits of $630,- 
000, deposits of $3,500,000, 
and over $3,000,000 in trust 
funds. The present spa- 
cious new building is the 
result of continued years 
of growth, providing 
Springfield with one of the 
most attractive banking 
homes in the United 
States. 


CLassic DESIGN OF THE NEW HOME OF THE 
SPRINGFIELD SAFE DeEposir & TrusT COMPANY 
OF SPRINGFIELD, MASSACHUSETTS 
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Door OF MASSIVE NEW VAULT INSTALLED IN THE HOME OF THE 
SPRINGFIELD SAFE DeEeposir & TRUST COMPANY BY THE YORK SAFE 


& Lock COMPANY 
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OFFICIAL CHANGES AT THE REAL ESTATE TRUST COMPANY 
OF PHILADELPHIA 


A number of executive changes have been 
recently made at the Real Estate Trust Com- 
pany of Philadelphia which has a record of 
banking and trust service dating back to 
1885, the trust department reporting individ- 
ual trust funds at the close of last year 
amounting to over $50,000,000. As announced 
by President Samuel F. Houston, the office 
of executive vice-president has been created 
and to which John A. McCarthy has been 
elected in addition to retaining his title and 
duties as trust officer, He was formerly 
vice-president and trust officer. At the same 
time Melville M. Parker has been elected 
vice-president and treasurer, to take effect 
August Ist. Mr. Parker succeeds Edward S. 
Buckley, Jr., who retires from active service 
with the company after an association begin- 
ning in November, !906, when he came to 
the Real Estate Trust Company as treasurer. 
Some years later Mr. Buckley was elected 
vice-president as well as treasurer. He has 
been an executive officer of the company ever 
since he came to that organization. In ap- 
preciation of his loyalty and efficient work 
the board of directors unanimously voted to 


continue the payment of full salary to Mr. 
Buckley after his retirement. 

Mr. McCarthy, long an associate of the late 
George H. Earle, Jr., has been an officer of 
the trust company since 1907. Previously he 
had been a practicing attorney. He is presi- 
dent of the Pennsylvania Sugar Company, 
president of the Pennsylvania Warehousing 
& Safe Deposit Company, and a director of 
the Philadelphia Rapid Transit Company. 

Mr. Parker has tendered his resignation as 
acting manager of the Philadelphia agency 
of the Reconstruction Finance Corporation. 
He has been with the Reconstruction Finance 
Corporation agency in this city since July 23, 
1932, first as assistant manager and in recent 
months as acting manager. He has been as- 
sociated with banking activities in Philadel- 
phia for the last ‘thirteen years, having 
rerved as an officer of several Philadelphia 
banking institutions. He formerly was con- 
nected with the Pennsylvania Banking De- 
partment and is a past president of Phila- 
delphia Chapter, American Institute of Bank- 


ing. 
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SIDNEY B. CONGDON ELECTED PRESI- 
DENT OF NATIONAL CITY BANK 
OF CLEVELAND 


Real progress has been made in Cleveland, 
Ohio, toward restoring normal banking con- 
ditions in that city, following the closing of 
the Union Trust Company and the Guardian 
Trust Company, especially as regards releas- 
ing initial liquidating dividends to depositors 
of the two closed institutions, The impor- 
tant announcement is forthcoming that Sidney 
B. Congdon, liquidator of the Guardian Trust 
Company, has been elected president of the 
National City Bank of Cleveland which is 
completing a program of enlargement of 
quarters, personnel and capital structure. Mr. 
Congdon comes to the National City with a 
background of mature experience and _ re- 
signs also the office of deputy superintendent 
of the State Banking Department of Ohio 
in order to assume his new duties. 

The National City Bank will, in effect, 
carry on the available business and affairs 
of the Union Trust Company and the Guard- 
ian Trust Company, both as to banking and 
trust activities. With that in view the Na- 
tional City Bank has been cooperating closely 
with the liquidators of the two closed banks 
and with the R. F. C., especially as to mak- 
ing dividends available to depositors as 
quickly as possible. It is of interest to know 
also that the trust business of the two closed 
banks has been held intact to a remarkable 
degree and much of it will go through the 
proper channels into the larger trust depart- 
ment of the National City Bank, implying 
also the retention of a considerable part of 


SIDNEY B. CONGDON 
President of the National City Bank of Cleveland 


the efficient trust personnel of the Union and 
Guardian. 

Depositors in the Union and the Guardian 
subscribed to new stock in the National City, 
to be paid for out of their initial liquidating 
dividends, The National City Bank and the 
R. F. C, thereupon made large loans to the 
liquidators of the Union and the Guardian, 
permitting an initial liquidating dividend of 
35 per cent in the case of the Union and 20 
per cent in the case of the Guardian. Pay- 
ment of the initial liquidating dividend of 
both banks begins about the middle of July. 
Liquidating dividends are in the form of 
checks drawn on the National City Bank, as 
proceeds of National City and R. F. C. loans 
to the Union and the Guardian were depos- 
ited in the National City. Four hundred 
thousand Cleveland depositors are participat- 
ing in the pay-off, and the amount released is 
approximately $57,000,000. 

Mr. Congdon, new National City president, 
entered the office of the Comptroller of Cur- 
reney in Washington in 1911, and for four 
years was secretary to the Comptroller. Later 
he served as assistant to the Director of Fi- 
nance and Purchases of the U. 8S. Railway 
Administration. In 1920 Mr. Congdon _ be- 
came a national bank examiner in charge of 
examinations at Cleveland, Pittsburgh and 
Cincinnati. Later he became vice-president 
of the Bank of Pittsburgh. Early in the de- 
pression period he was made secretary and 
treasurer of the National Credit Association, 
which was the operating organization of the 
National Credit Corporation in the Pitts- 
burgh and western Pennsylvania territory. 
When the R. F. C. was organized, Mr. Cong- 
don was ealled to Washington in March, 
1932, and later became chief of the examin- 
ing division of the R. F. C. 

In December, 1932, Mr, Congdon was made 
manager of the Cleveland Loan Agency of 
the R. F. C. After the bank holiday he was 
named conservator of the Guardian Trust 
Company, and after the bank went into li- 
quidation he was named special deputy of 
the State Sunerintendent of Banks at the 
Guardian, the office which he resigned to be- 
come president of the National City. 


GAINS BY GIRARD TRUST COMPANY 

Deposits of the Girard Trust Company of 
Philadelphia increased approximately seven 
millions since last March 31st, to total of 
$86,561,881 as shown in its June 30th finan- 
cial statement. Resources aggregate $105,- 
516,729. Capital is $4,000,000; surplus and 
undivided profits $9,951,070. Trust funds 
steadily advanced to total of $940,062,000. 
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MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as 
at close of business, June 30th, 1933 


RESOURCES 
Cash and Due from Banks 


U. S. Government Securities 

State and Municipal Bonds 

Other Investments 

Loans and Bills Purchased 

Mortgages 

Banking Houses and Other Real Estate 
Equities 

Customers’ Liability for Acceptances. . . 

Acceptances of Other Banks Sold with 
Our Endorsement 

Accrued Interest and Other Resources. . 


LIABILITIES 


Surplus and Undivided Profits 

Reserves 

Outstanding Acceptances 

Liability for Acceptances of Other Banks 
Sold with Our Endorsement 

Deposits 


$ 75,558,731.47 
94,631,937.41 
30,018,505.73 
47,264,732.54 
140,406,255.52 
25,962,359.73 


20,322,509.80 
18,396,149.15 


1,036,331.74 
2,683,519.38 


$456,281,032.47 


$ 32,935,000.00 
20,297,483.19 
14,131,253.02 
19,419,970.72 


1,036,331.74 
368,460,993.80 


$456,281 ,032.47 


HARVEY D. GIBSON, President 
Head Office: 55 Broad Street, New York City 


Member New York Clearing House Association - Member Federal Reserve System 





Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 


FRANK C. McKINNEY 
Member of New York Bar and Author of ‘Trust Investments”’ 


[LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


OFFERED FREE OF CHARGE AND INCLUDING REQUESTS FOR COMPLETE COPIES OF COURT DECISIONS. |] 


RIGHT OF STATE TO DEPRIVE NATIONAL BANKS 
OF FIDUCIARY POWERS 


(Attorney General of Louisiana holds 
that state cannot deprive national banks 
of fiduciary powers.) 


In an opinion dated June 13, 1933, ad- 
dressed to the Hibernia National Bank of 
New Orleans, the Attorney General decided 
that the Governor of the state could appoint 
a national bank as a successor trustee irre- 
spective of any limitations in the state law. 

The opinion refers to Act 72 of the Laws 
of Louisiana passed in 1918. That Act au- 
thorizes certain corporations, trust compa- 
nies and banks organized under the state, 
to act as fiduciaries. It further authorizes 
the Governor, when 2 trust company or a 
bank fails, to designate and appoint a trust 
company or bank as successor trustee. The 
Attorney General states that this Act does 
not limit the Governor to the appointment of 
a state bank or trust company, because the 
state cannot lay hold of its general control 
of administration to deprive national banks 
of their power. 


LIFE TENANTS AND INCOME 
(Income from mining companies and 
stock dividends in connection with the 
rights of remaindermen.) 


The recent case of Debrabant vs. “Commer- 
cial Trust Company, decided by the Court of 
Chancery of New Jersey, and Pierrepont vs. 
Fidelity Philadelphia Trust Company, decid- 
ed by United States District Court, Eastern 
District of Pennsylvania, are important to 
trustees who are forced to decide the ques- 
tion as to what constitutes income belonging 
to the life tenant and the capital belonging to 
remaindermen. 


In the New Jersey case the owner of 240,- 
000 shares of United Verde Copper Company 
stock divided his shares into eight equal 
parts and by trust deeds gave one of these , 
parts to each of his six children and retained 
the other two parts for himself. Some of 
the children were infants and their shares 
were trusteed to the defendant, the Commer- 
cial Trust Company. The trustee was au- 
thorized to receive and hold the securities 
and to collect the income thereof and to pay 
the same over in accordance with the trust 
agreement. 

During the years 1930 and 1931 the Verde 
company paid to the trustee over $800,000 
as dividends. A dispute arose as to whether 
these payments were income or were both 
income and payments out of capital. This 
contention was based upon the fact that the 
mining company was depleting its capital by 
taking out ore and that therefore payments 
could not be considered as income, The New 
Jersey Chancery Court decided that the word 
“income” as understood and used by the set- 
tlor of the trust represented the entire pro- 
ceeds of the mining operations, less only the 
cost of mining and depreciation of plant, 
without subjection to a depletion charge for 
the ore extracted from the mine. The pay- 
ments were therefore considered as income 
and properly distributed to the life tenant. 


In the case of Pierrepont vs. Fidelity Phil- 
adelphia Trust Company, the United States 
District Court upheld the decision of the 
lower court that certain stock dividends were 
income and not corpus, and therefore payable 
to the life tenant. The security in question 
was called “dividend obligations’ of the 
Richmond, Fredericksburg and Potomac Rail- 
road Company. For the purpose of the case, 
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however, they were considered as the equiva- 
lent of shares of stock. In sustaining the de- 
cision of the lower court, the United States 
District Court held that all of the parties 
were before the lower court and that the 
controversy was properly settled in that 
court. 


GIFTS CAUSA MORTIS 
(There must be sufficient mental ca- 
pacity to make a valid gift causa mortis.) 
In LaMar vs. Bank of America National 
Trust & Savings Association recently decided 
by the Supreme Court of California, a de- 
cedent, three days before her death, delivered 
two pass books representing deposits to one 
who claimed that this was a gift. It was 
proved that at the time of the alleged gift 
the decedent was under the influence of opi- 
ates which were given to relieve pain and 
that she passed into a final coma within fif- 
teen hours after the alleged gift was made. 
The court held that the evidence showed 
that the donor did not have sufficient mental 
capacity to make a valid gift. 


The Mercantile 
of Dallas, Tex., 
national bank. 


Bank & Trust Company 
is to be reorganized as a 


RIGHT OF INDIVIDUAL BOND HOLDER TO SUE 
CORPORATION 


(An individual bondholder may sue 
upon default of corporation to pay bond 
at maturity.) 

An important case for corporate trustees 
is Cunningham vs, Pressed Steel Car Com- 
pany, decided by the Appellate Division of 
New York, First Department, June 20, 1933. 
The corporation had issued six million dol- 
lars in 5 per cent ten-year gold bonds. These 
bonds matured January 1, 1933. The plain- 
tiff owned four $1,000 bonds. Upon tire due 
date these bonds were presented for payment 
and payment was refused. Suit was brought 
against the corporation. 

The corporation contended that the plain- 
tiff had no right to bring suit individually, 
but that she was limited by the provisions 
of the trust agreement under which the bonds 
were issued. The bond itself recited that it 
was one of a series issued pursuant to a 
trust indenture and referred the holder of 
the bond to the trust indenture as to rights 
and liabilities. The trust indenture provided 
that rights of action on the bond were vested 
exclusively in the trustee and could be en- 
forced only by the trustee and that no holder 
of any such bond or coupon should have any 
right to institute suit to enforce the payment 
of the bond without first giving the trustee 
written notice of default. 

The indenture further required that one- 
fourth in principal amount of the then out- 
standing bonds should be required to give 
the trustee notice of default thus giving the 
trustee reasonable opportunity to bring suit, 
and that in the bringing of any such suit 
the trustee should be indemnified and the 
bonds deposited, and that if the trustee re- 
fused to bring suit upon the request of 25 
per cent of the bondholders then, at the end 
of sixty days, the holder of any bond may 
bring suit. 

Calling attention to the fact that the bonds 
were past due and the fact that the bond 
itself did not contain a true statement of all 
the regulations and provisions in the trust 
indenture, the court decided that the individ- 
ual bond holder had the right to sue the cor- 
poration direct and to recover a judgment 
for the face amount of the bonds upon which 
suit was brought. 


Reorganization of the Nashville Trust 
Company of Nashville, Tenn., has been com- 
pleted with H. G. Hill as president and 
Charles Nelson as executive vice-president. 
Walker H. Gill is trust officer. 

The First National Bank & Trust Company 
of Kearny, N. J., has resumed business. 
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WILLARD T. CARLETON 

The Boston Safe Deposit & Trust Company 
is again bereaved in the loss of one of its 
presidents, in the sudden passing away on 
July 12th of Willard T. Carleton, who was 
stricken with a heart attack while on a 
cruise. 

It was only a year and a half ago that 
Mr. Carleton became president of the Boston 
Safe Deposit & Trust Company, succeeding 
the late Charles E. Rogerson, who retired at 
that time to the position of chairman of the 
board, holding that office but a week before 
his sudden death. 

Mr. Carleton began his connection with the 
trust company in 1906, and has been senior 
trust officer since 1920, at which time he was 
elected vice-president. In this capacity and 
as president he has ably upheld the high 
ideals which the Boston Safe Deposit & Trust 
Company has typified during the past sixty 
years. 

Mr. Carleton was a member of the Execu- 
tive Council of the Massachusetts Bankers 
Association and a member of several promi- 
nent Boston clubs, as well as a director of 
the Boston Chamber of Commerce, and the 
Bay State Mortgage Corporation. He was 
well known in the public utility field as a 
director of several large corporations. 

Mr. Carleton is survived by his widow, a 
daughter and two sons, all of Winchester, 
Massachusetts. 
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ONE HUNDRED YEARS OF REAL ESTATE VALUES IN CHICAGO 


To owners of real estate and real estate 
securities who may be afflicted with gloom 
as to depreciation and “comeback” of values, 
it must be refreshing to digest the results of 
a most comprehensive study of the complete 
eycle of real estate market values covering 
one hundred years of the corporate existence 
of Chicago. It is a study which has been 
intensively conducted for eight years. The 
salient facts furnish the text for a _ series 
of ten large newspaper display advertise- 
ments published by the Chicago Title & Trust 
Company which will appear at intervals dur- 
ing the period of the Century of Progress Ex- 
position. The Chicago Title & Trust Com- 
pany not only renders a service to all Chi- 
eago in presenting illuminating facts of how 
real estate values have not only survived 
every major depression with ever climbing 
levels, but demonstrating that conservatively 
valued and well purchased, real estate re- 
mains the best form of investment. 

Two of the advertisements of the series 
have appeared. The first describes how the 
study has been conducted from all available 
and most reliable records, including those 


of the Chicago Title & Trust Company which 
has files covering all Cook County real estate 
in connection with its eighty-six years of 
service in making abstracts of title and issu- 
ing title guaranty policies. The study shows 
that within the past 100 years Chicago expe- 
rienced five major depressions. The second 
advertisement of the series features a most 
interesting graph showing that after each 
depression Chicago land values have risen 
to new heights, beginning with $168,800 in 
1833 and reaching the high record of $5,000,- 
000 in 1926. The curves show that the latest 
four years have witnessed the most pro- 
nounced descent of all periods. The study 
is based on land and does not embrace build- 
ings. It teaches the lesson that the curve 
of land values in Chicago refuses to stay down. 

The author of the study is Homer Hoyt, 
formerly a professor of economics and a stat- 
istician of the U. S. War Trade Bureau. The 
preparation and execution of striking text 
and advertising copy is the joint work of 
P. P. Pullen, advertising manager of the 
Chieago Title & Trust Company and of Car- 
roll Dean Murphy. 
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SENATOR VANDENBERG ON DEPOSIT 
INSURANCE 

United States Senator Arthur H. Vanden- 
berg from Michigan, who vigorously advo- 
cated immediate application of deposit in- 
surance provisions of the Glass-Steagall 
banking bill passed at the last session of Con- 
gress, defended his position in a recent ad- 
dress before the Michigan Bankers Associa- 
tion. He maintained that the deposit insur- 
ance plan provided by the Banking Act of 
1933 avoids the errors and jeopardies which 
resulted so fatally in all the states where 
the scheme of deposit guarantee was tried 
and failed. He said in part: 

“In the first place, this is deposit insurance 
and not a deposit guaranty; and this is a 
distinction with a difference. In the second 
place, our insurance applies only to a portion 
of deposits—that is, only up to certain limits 

-and this leaves the banker still upon his 
owh responsibility in respect to larger obli- 
gations. Yet even the emergency formula, 
covering deposits up to $2,500, covers about 
90 per cent of the number of bank accounts 
and thus serves the mass among whom runs 
are generated and among whom the greatest 
social tragedies occur when banks close their 
In the third place, our insurance rep- 
resents a diffused and decentralized risk 
whereas the old state guarantees carried the 
deadly hazard of coneentrated risks. 


doors. 


“In the fourth place, the state guarantees 
required summary assessment upon other 
banks to meet a sudden accumulation of 
losses, whereas our insurance—while largely 
if not wholly self-sustaining through subse- 
quent assessments—has the federal credit as 
a base and an easy system of liquidation 
and losses may be amortized in approved 
actuarial style. In the fifth place, state guar- 
antees failed because they invited an un- 
checked flood of new banks which made a 
veritable “racket”? of the game. There will 
be no flood of new banks under our insur- 
ance. The new Glass-Steagall bill properly 
and needfully and effectually clamps down 
new and tighter restrictions upon banking 
than ever before; and the new and proper 
unification of banking, through the medium 
of this common insurance fund, carries with 
it the further assurance that insured banking 
will be safer banking not only because it is 
insured but because it is more wholesomely 
supervised.” —_ 

Fourteen of the larger banks and trust 
companies of Philadelphia reported total de- 
posits of $961,288,000 as of June 30th, rep- 
resenting increase of $102,268,000 since last 
March. 
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The enlarged facilities, as provided in the new home 
of The Fifth Third Union Trust Co., are 
available in all fiduciary matters. 

WM. A. STARK, Vice-President and Trust Officer 
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G. V. KENTON JOINS SAVINGS & 
LOAN ASSOCIATION 
Announcement is made by George W. Wag- 
ner, president of the Farm and Home Sav- 
ings and Loan Association of Nevada, Mo., 
that G. V. Kenton of St. Louis has been re- 
tained as secretary of the Association and as- 
sumed his duties at the headquarters office in 
Neveda on July 17th. Mr. Kenton, who is 
widely known in St. Louis and throughout 
the state, has been engaged for a number 
of years in public relations work. He is now 
a member of the staff of the St. Louis Cham- 
ber of Commerce and served for seven years 
as director of public relations at the Mer- 


-antile-Commerce Bank & Trust Company of 


. V. KENTON 


St. Louis. For the last six years he also has 
been chairman of the Committee on Educa- 
tion of the Missouri Bankers Association, a 
position which has brought him into contact 
With virtually every banker in the state. In 
addition he has been an active member of 
numerous civic committees in St. Louis. 

Prior to entering the financial field, the 
new secretary was engaged in the newspaper 
business, having served for several years as 
city editor on the St. Louis Star and as chief 
copy editor on the Los Angeles Times. He 
also organized the St. Louis News Service. 
He is a graduate of the University of Mis- 
souri and has resided in St. Louis for more 
than twenty years. 


BANK AND TRUST COMPANY MERGER 
IN MINNEAPOLIS 

After a successful affiliation of twenty- 
three years and in the interests of increased 
economy and efficiency. the Northwestern Na- 
tional Bank and the Minnesota Loan & Trus:! 
Company of Minneapolis, will shortly be 
merged. Edward W. Decker, president of the 
bank, will be chairman of the board of di- 
rectors of the merged institution. William 
A. Durst, president of the Minnesota Loan 
& Trust Company, will be chairman of the 
executive committee. Theodore Wold, senior 
vice-president of the Northwestern National 
Bank, will be president. 

All officers and employees of the merging 
institutions will be retained in service. Trust 
business of the Minnesota Loan & Trust Com- 
pany will be continued as a separate de- 
partment of the bank. 


An increase in operating income of the 
American Telephone & Telegraph Company is 
reported for May amounting to $951,931, com- 
pared with total of $553,688 for May, 1932. 
Operating income for the five months totaled 
$5,911,460. 
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ACHIEVEMENT OF THE NEW HIBERNIA 
NATIONAL OF NEW ORLEANS 

As confidentially anticipated by the many 
banking friends of Rudolph Hecht and of his 
associates, including Fred Ellsworth, the 
newly organized Hibernia National Bank of 
New Orleans, succeeding to the Hibernia 
Bank & Trust Company, has made its debut 
under most favorable conditions. The first 
published financial statement of the new 
bank under date of June 30th, presents a 
pleasing picture. It shows that within barely 
six weeks since the formal opening on May 
22d, deposits have increased $5,000,000, or at 
a rate of nearly a million a week, bringing 
the total on June 30th to $19,595,462. It 
shows further combined resources of $23,643,- 
016, free from real estate or any vestige of 
frozen loans, with a liquidity of practically 
100 per cent. Cash and governments alone 
total 74 per cent of deposits. The profits 
and loss account already is in the black to 
the tune of more than $16,600 in the face of 
fow proportion of loans and discounts. Ma- 
jor portion of assets, aside from actual cash 
and government bonds, consist of short-term 
municipals and high-class liquid commercial 
The capital of the Hiberria National 

of $1,500,000 preferred stock and 


loans. 
consists 


$1,200.000 common, with surplus of $240,000; 
undivided profits of $76,638 and reserve for 
preferred stock dividend of $1,000,000 besides 


other reserves. The trust powers granted 
the new bank enable the institution to take 
over practically intact and through custom- 
arrangements, the large volume of 
business administered by the old Hi- 


ary 
trust 
bernia. 

As regards policies, the president, A. P. 
Imahorn, who was manager of the local agen- 
cy of the Reconstruction Finance Corporation 
and who shares with Chairman Hecht the 
executive management, “The institu- 
tion is concentrating very largely on ¢om- 
mercial banking and is devoting particular 
attention to the current banking needs of in- 
dustry and commerce, thus substantially con- 
tributing to re-employment and industrial 
recovery in the New Orleans area.” 


Says: 


NATIONAL BANK OF COMMERCE BEGINS 
OPERATIONS IN MEMPHIS 

The new National Bank of Commerce of 
Memphis, Tenn., has commenced operations 
in the spacious quarters of the Bank of Com- 
merce & Trust Company, assuming the de- 
posits of the latter. The new bank also 
takes over the large volume of trust business 
which was administered by the Bank of 
Commerce & Trust Company as the oldest 


Trustees for Bond Issues 
Real Estate Listed or Administrated 
Insurance—All Lines 


THE TRUST COMPANY 
of CUBA 


Havana Cable—“Trustco” 


and pioneer trust company of the mid-south, 
assuring continued high standard of fiduci- 
ary service, 

The new national bank has capital of 
$1,000,000 ; surplus $750,000 and $250,000. re- 
serves. It has no debts. W. R. King, head 
of the William R. Moore Dry Goods Com- 
pany, is the new president with Richard B. 
Barton as executive vice-president and Leslie 
A. Thornton, vice-president and cashier. The 
trust department is under the direction of 
Trust Officers T. W. Vinton and James IL. 
Ross with S. J. Shepherd as trust counsel. 


CHESTER L. FRiCE 


Assistant Manager, Business Extension Department, C ity 

National Bank and Trust Co. of Chicago, who has b een 

elected President of the Chicago Financial Advert is ers 
; Association 








90 TRUST COMPANIES 


AN ILLUSTRIOUS CALIFORNIA NAME 
AND FAMILY 


William H. Crocker, president of the 
Crocker First National Bank and of the 
allied Crocker First Federal Trust Company, 
is celebrating his fiftieth year of association 


with California banking and the organiza- 
tion he guides. The occasion is one which 


recalls the career of one of California’s most 
distinguished citizens, whose family 
in the traditions and achievements of Cali- 
fornia occupied a place beside those of Stan. 
ford, Huntington and Hopkins. In the poli. 
cies and success of the Crocker institutions, 
unswerving in their course through alternat- 
ing periods of general adversity and pros- 
perity, there is reflected the 
William H. Crocker, the chief 
which is a devotion to conservatism 
principles of Although 
tempted by offers of posts of high honor in 
government or political affairs, 
tional and state, Mr. Crocker has preferred 
the reserved and quiet pursuit of his bank- 
ing activities with unostentatious 
and generous support of educational and phil- 
anthropie advancements. 


and 
service. 


Mr. Crocker was born in Sacramento and 
is a true descendant of the illustrious Crock- 
er family which has played important roles 





WILLIAM H. CROCKER 


President, Crocker First Federal Trust Company and 
Crocker First National Bank of San Francisco 


name 


character of 
element of 


frequently 


both na- 


activity 


The 
Oldest Trust Company 


in Pittsbu rgh 


ESTABLISHED 1867 


PEOPLES-PITTSBURGH 
TRUST COMPANY 


PITTSBURGH, PA. 








in the material and cultural growth of Cali 
fornia. After graduating from the Sheffield 
Scientific School of Yale University in 1SS2 
Mr. Crocker entered the firm of 
Woolworth & Company, the parent organiza- 
tion from which developed the Crocker First 
National. He began as clerk and when in 
1886 the private banking firm became the 
Crocker Woolworth National Bank, he be- 
came cashier and later vice-president. Upon 
the death of Mr. Woolworth a few years 
later Mr. Crocker became president and has 
continued in that office since through the 
merger in 1925 of the Crocker National Bank 
with the First National Bank and the First 
Federal Trust Company, forming the present 
institutions. 

Mr. Crocker has been especially active in 
advancement of educational affairs. For 
twenty years he was regent of the University 
of California and since 1928S has been chair- 
man of that body. His dominant trait is ex- 
pressed in his words when he said: “I be- 
lieve in preserving old rules followed thirty 
and forty years ago. They were sound. I 
believe in soundness. I believe in dignity, in 
the utmost dignity in conducting a bank. I 
don’t believe in making a loud noise. I be- 
lieve in conservatism. I am a conservative 
to the last degree.” 


Crocker, 








“BUSINESS IS IMPROVING” 

Under this timely title, the State-Planters 
Bank & Trust Company of Richmond, Va., is 
publishing a highly effective series of adver- 
tisements in the local newspapers, confirming 
by tangible evidence the growing public con- 
fidence in the return of prosperity. In each 
ad is reprinted a letter to Julien Hill, presi- 
dent of the trust company, from an official 
of one of the prominent corporations, includ- 
ing both local and national industries and 
containing statements to the effect that their 
own business is showing definite increase in 
sales, employment and wage increases and 
giving their opinion that the improved con- 
ditions are both general and lasting. Twelve 
such letters follow one another in the series 
and, drawn from a diversified line of activi- 
ties, present an authoritative symposium. 

Business is so brisk at the State-Planters 
Bank & Trust Company that the management 
has found it advisable to expand facilities 
by opening two new branches recently. The 
June 30th financial statement shows re- 
sources of $34,186,657 and of a highly liquid 
character. Cash on hand and in banks 
amounts to $9,115,000 with U. S. Government 
securities of $3,939,000; loans and discounts 
$11,725,000. Deposits total $29,501,719. Cap- 
ital is $2,500,000; surplus $1,000,000; undi- 
vided profits $535,657 and reserves of $506,- 
O83. 


AMERICAN SECURITY & TRUST 
COMPANY 

In its spacious and enlarged quarters the 
American Security & Trust Company of 
Washington, D. C., registers a steady pace 
The June 30th statement shows 
resources of $42,092,000 with cash on hand 
and in banks of $8,699,170: U. S. Govern- 
ment securities $10,824,392 and together with 
other securities, including state and munici- 
pal bonds, making total investments of $16,- 
670,523. Loans and discounts are $13,017,- 
000. Deposits amount to $384,414.009 with 
capital of $3,400,000; surplus $3,400,000 ; un- 
divided profits $509,920 and reserve for con- 


of progress. 


tingencies of $162,754. The last regular 
quarterly dividend of 2 per cent called for 


$68,000, 


The New York Stock Exchange has an- 
nounced that no bond or other obligation will 
be hereafter listed on the exchange if such 


bond or obligation is payable in gold and in- 
curred subsequent to June 5th, 
date of the federal abrog 
clause. 


the effective 
ation of the “gold 
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ECURITY-FIRST NATIONAL 
BANK OF LOS ANGELES 


has 124 Branches, of which 70 are in the 
City of Los Angeles, 27 in cities in Los 
Angeles county, and 26 in other counties, 
from Fresno on the north to Imperial 
Valley on the south. In most of the cities 
where we have Branches, those Branches 
are the largest and leading banks of 
their respective localities. 


The Bank’s highly developed Trust Service 
is available a eine Branch. 
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The area in- K: 

cluded within a aA te 
radius of 250 san cco ck 
miles from Los Angeles, 
in which Security- First 
National Bank is the lar- 
gest and leading Bank, includes more than 
a half of the population, wealth, agricultur- 
al production, petroleum, shipping or port 
business, and tourist business of the State. 








Joseph F. Hill, cashier of the National 
Bank of Chester County and Trust Company 
of West Chester, has been elected president 
of the Pennsylvania Bankers Association. 
Edgar A. Jones, vice-president of the Scran- 
ton-Lackawanna Trust Company of Scran- 
ton, is vice-president. 

The First National Bank of Boise, Ida., 
and eight affiliates, have been granted per- 
mission to reopen and releasing $3,000,000 of 
deposits. 

Plans have been completed for reopening 
the Ashland Trust Company at Ashland, Me. 

The First National Bank of Houston, Tex., 
has been authorized to exercise trust powers. 

The Davenport Bank & Trust Company of 
Iowa has been admitted to Federal Reserve 
membership. 


The Midland National Bank & Trust Com- 
pany of Minneapolis reports resources $13,- 
467,620; deposits $11,614,000; capital, sur- 
plus and undivided profits $1,350,000. 

The National Commercial Bank *& Trust 
Company of Albany, N. Y. reports, as of 
June 30, total resources of $63,170,598 with 
deposits of $54,507,613, and capital funds, 
$6,538,468. 

















ST. LOUIS APPOINTMENT 

Milton R. Stahl, who has been elected a 
vice-president of the Mississippi Valley Trust 
Company, resigned as a member of the Mis- 
souri Public Service Commission of which 
he was former president, to assume his new 
duties. Mr. Stahl is a graduate of the Uni- 
versity of Missouri and the Washington Uni- 
versity Law School. He served with the 
artillery in the World War and was appoint- 
ed to the Public Service Commission in 1929. 
Mr. Stahl will be associated with the trust 
department of the Mississippi Valley Trust 
Company. 





MILTON R. STAHL 
Vice-president, Mississippi Valley Trust Co of St. Louis 


SAFE COURSE FOR INVESTMENT 
(Continued from page 20) 

something far less concrete than the analy- 
sis of given securities. It’s less tangible, 
less susceptible to the routine of mechanics 
than either of the other two. Not being 
routine, it can’t be prodded into action ex- 
cept on very rare occasions, and yet it is by 
all odds the most important of all “super- 
visions.” By nature, its administration, its 
effectiveness, will depend more upon the 
president and board of directors, than it will 
upon the otherwise preoccupied statisticians 
and trust officers. It’s the “soul” of corpo- 
rate trusteeship. 

With what is it concerned? Well, it’s con- 
cerned with almost everything except as to 
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details! Such supervision may concretely 
worry somewhat about the “total” of moneys 
invested in a given company; combat, if you 
please, the tendency on the part of trust of- 
ficials to pick out for the trust under their 
eare too much of security A against buying 
more of security B, just because security A 
“happens to be a point and half cheaper 
than the latter.” (Nothing is easier in a 
trust company than to buy so much of a 
given security considered excellent at the 
time as to produce a completely frozen posi- 
tion where liquidation in the event of un- 
favorable developments is totally impos- 
sible!) Sut that’s about the narrowest of 
its functions. 


Delegating Responsibility 

To those responsible for it come broader 
functions. To them is delegated the tre- 
mendous responsibility of deciding for in- 
stance when the time has come for ceasing 
to buy farm mortgages, for ceasing to buy 
city mortgages, for ceasing to buy railroad 
securities, for ceasing to buy utility securi- 
ties, for ceasing to buy government secur- 
ities—to them comes the responsibility for 
again buying all the foregoing! To them 
comes the responsibility in a broad way of 
shifting from equities to fixed income bear- 
ing securities; of going from real to personal 
property and vice versa. 

More than to any other group, those 
charged with that general responsibility have 
to make sure that all the facilities of the 
banking institution are coordinated to the 
best advantage, that sources of information 
are brought to bear so that each department 
may give the best service; so that, for in- 
stance, the trust department won’t be buying 
securities which seem physically well se- 
cured, but whose borrowers the banking de- 
partment is about to rake over the coals or 
to throw into receivership; so that, for an- 
other instance, the trust department won’t 
be buying securities due shortly when the 
officers of its bond department could tell 
them in a jiffy that under present condi- 
tions the maturing issue wouldn’t have a 
chance of being re-financed; so that for a 
third instance, its trust department won’t 
be throwing overboard mortgages at heavy 
discounts when in its savings department the 
borrower has sufficient cash on deposit to 
pay off the obligation in full. 

And most particularly those obligated to 
supervise this phase of investment policy 
will be keenly on the alert to see that the 
trust department does not unwittingly get 
on two sides of the fence at once; that it is 
neither a buyer nor a seller itself! 



















































THE TRUST COMPANY OF NEW JERSEY 
The Trust Company of New Jersey, with 
main office in Jersey City and conducting 
twelve active branches besides affiliated trust 
companies in Weehawken and West New 
York, has maintained its prestige and prog- 
ress as one of New Jersey’s leading banks. 
The June 30th statement shows financial 
resources of $73,242,344, including cash on 
hand and in bank $7,353,996; U. S. Govern- 
ment, state, county and municipal securities 
$6,819,279: other securities $10,797,775; 
loans on collateral $13,295,272; bills pur- 
chased $11,810,000; bonds and mortgages 
$15,877,000. Deposits have shown steady 
growth amounting to $58,542,000. Capital is 
$5,700,000; surplus $4,000,000; undivided 
profits $1,308,875 and reserve for contingen- 
cies, ete., $2,472,964. The company recently 
paid its 106th consecutive dividend amount- 
ing to $79,800. eed 
PLAINFIELD’S SUCCESSFUL COMMUNITY 
BANK 

Plainfield, N. J., may boast of one of the 
best managed and all around serviced trust 
companies in the country. The past decade 
has found it free from the temptations of 
speculative prosperity as well as the ravages 
of general deflation, maintaining accommo- 
dation and liquidity at all times. This is the 
Plainfield Trust Company which has devel- 
oped both its banking and trust business ac- 
cording to the best approved standards. 

The June 30th financial statement shows 
resources of $17,689,179 with exceptionally 
large percentage of cash and liquid assets. 
Deposits total $16,094,783. Capital is $650,- 
000; surplus $500,000; undivided profits $62,- 
717 and special reserve of $352,269. Harry 
H. Pond is president and the trust depart- 
ment is in charge of H. Douglas Davis, as 
Vice-president and trust officer, 


VIRGINIA TRUST COMPANY 

The conservative management which has 
always marked the career of the Virginia 
Trust Company of Richmond and especially 
as regards the care of fiduciary business of 
large volume, finds reflection in the excellent 
position maintained during these past years. 
The trust business has grown steadily. Bank- 
ing resources as shown by the June 30th 
statement amount to $7,709,584 with cash on 
hand and in banks of $1,556,792; loans and 
discounts $3,316,649; bonds and investments 
$2,321,187. Deposits total $5,299,383. Capi- 
tal is $1,000,000, earned surplus $500,000; un- 
divided profits $133,651 and reserve for con- 
tingencies, $761,595. Herbert W. Jackson, 
Widely known in trust circles, is president. 
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333 men and women 
devote a// their time to 


Bank of America 
TRUST SERVICE 


Officers and employees of Bank of 
America totaling 333 devote their 
entire time to work of the Trust 
Department. @ Among the execu- 
tives are specialists in estate routine, 
accounting, property-management, 
securities, and in State and Federal 
taxation. @[ These experts are ready 
and willing to work for the welfare 
of you or your client. Their com- 
bined experience is yours to com- 
mand through any one of the 410 
branches of Bank of America. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Bank of America National Trust & Savings 
Association, 4 National Bank 

and Bank of America, a California State Bank 

are identical in ownership and management 
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Lhe most important problem 
before the financial world today is 


PUBLIC RELATIONS 


* 


The 18th Annual Convention of the Financial 
Advertisers Association will be at The Waldorf- 
Astoria, New York, September 11, 12, 13, 14. 


Executive Committee 


H. A. LYON—Chairman 
Bankers Trust Company 


0. G. ALEXANDER 
Bank of the Manhattan Company 


FRANK G. BURROWS 
Irving Trust Company 


LEOPOLD A. CHAMBLISS 
Fidelity Union Trusi Co., 
Newark, N. J. 


ARTHUR DeBEBIAN 
Chase National Bank 


JOHN DONOVAN 
Central Hanover Bank and 
Trust Company 


JACOB KUSHNER 
United States Trust Co., 
Paterson, N. J. 


TRACY PURSE 
The Purse Company 


ROBERT W. SPARKS 
Bowery Savings Bank 


FINANCIAL 


ADVERTISERS 





The General Program: The general program will endeavor to 
answer the question, “What is the best method of meeting our public 
relations problem today?” A group of prominent men, experienced 
in banking and public life, will speak. Acceptances have already 
been received from Francis H. Sisson, Colonel Allan M. Pope, John 
H. Puelicher, Bayard F. Pope and Henry Bruére. Others nationally 


known will be announced later. 


The Departmental Program: A constructive and helpful series of 
departmental discussions by executives will get down to brass tacks 


on ways and means of best accomplishing objectives. 
ee) 


Plan now to be at The Waldorf in September with other executives 


of you: company. For information as to reservations and special 


rates, wriic to any member of the Executive Committee. 


ASSOCIATION 
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New York 


BANKING POSITION REFLECTS RENEWED 
CONFIDENCE 

Financial statements of June 30th of New 
York banks and trust companies yield unusu- 
ally interesting conclusions as disclosing the 
after-effects of the banking holiday, the re- 
turn of hoarded funds, the restoring of the 
public toward banking and trends in credit 
and investments as influenced by the re- 
sumption of business and industrial activity. 
The outstanding feature of the mid-year re- 
ports is the substantial gain in deposits in- 
dicated for the last three months, in large 
measure attributable to the return of with- 
drawn funds and conversion into deposits 
of funds which had been put into currency 
for hoarding. A composite of ‘the statements 
of a group of the larger banks and trust 
companies shows an average gain of 12 per 
cent of deposits as compared with last March 
and of over 7 per cent, compared with a year 
ago. 

Another important aspect of the latest re- 
turns is the evidence that our big banking 
institutions are continuing to pursue a highly 
conservative course, despite the return flow 
of deposits and business recovery, as shown 
by increased cash and liquidity of assets. 
It cannot be said, however, that the upturn 
in business has had any pronounced effect 
thus far in relaxing vigilance over loans 
and extensions of credit, although every 
proper policy is pursued to support borrower 
enterprise. Likewise the banks and _ trust 
companies are continuing the conservative 
policy of making ample charge-offs and 
fortifying contingent reserves. Of imme- 
diate interest, naturally, is the extent of the 
rise in value of investments and improved 
position of borrowers in enhancing the value 
of bank investment portfolios and releasing 
slow paper. 

The deposit increase was foreshadowed by 
the reports of New York City member banks 
reporting to the Federal Reserve which 
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showed as of June 28 an increase in demand 


and time deposits of $613,000,000 compared - 


with March 29. This is significant in view 
of the decrease in net demand deposits evi- 
dently due to the prohibition of the Banking 
Act of 1933 against payment of interest on 
demand deposits, the New York banks re- 
porting a loss of $347,000,000 in net demand 
deposits during the week ended June 21, 
following the effective date of the abolition 
of interest on demand deposits on June 16. 


There remains much conjecture as to the’ 


ultimate effect of this provision upon New 
York balances, especially as to interior banks 
and the transfer of funds from banks to the 
call market or in government and security 
investments. In its broader aspect the June 
30th financial statements of New York banks 
and trust companies furnish an impressive 
demonstration of the stability of the bank- 
ing position in the nation’s financial center, 
their resourcefulness and the courage with 
which unusual conditions have been nego- 
tiated. In their relative standing there is 
little change among the leading group of 
New York banks and trust companies.  In- 
stitutions on a dividend paying basis have 
paid a total of $42,498,000 in dividends 
during the first half of this year. Disre- 
garding charge-offs the statements show that 
the banks have made ample earnings to 
cover current dividends despite low rates 
and large volume of assets carried in cash 
or in low-yield investments. 


BUSINESS ADVANCE AND THE MARKETS 

The New York Stock Exchange and the 
atmosphere in Wall Street have all the marks 
redolent of the days of speculative pros- 
perity. The volume of trading on the ex- 
change for June was the largest for that 
month on record with sales of 125,627,124 
shares and as compared with the ‘peak 
record of 141,668,410 shares in October, 1929. 
Market values of listed shares increased 
$3,875,000,000 during June and on July 1 
represents a paper gain of $16,648,000,000. 
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During the first fortnight of July the market 
lost none of its momentum with averages 
reaching highest point of the year. On July 
18 the high average for 50 of the most active 
listed stocks was 98.05 as compared with 
low of 48.57 for the current year on Feb- 


Or 


ruary 25. 

Dealings in bonds are the heaviest in six 
years, amounting on the Exchange to $377,- 
745,000 par value for June. Contrary to all 
precedents which require that bonds should 
decline in the course of deflation the market 
value of bonds listed on the Exchange in- 
creased $919,545,000 during June. New fi- 
nancing is still to respond to the inflationary 
impact. New underwritings are nevertheless 
being announced. It is obvious, however, 
that the monetary changes to be introduced 
and the restrictions of the new Federal 
Securities Act exert a restraining influence 
on new corporate financing. Brokers’ loans 
increased in June $251,876,000 and there is 
a distinct hardening of money rates, re- 
flecting the flow of funds from New York 
as a result of the interest provisions of the 
new Bank Act. sank clearings show very 
large increases over figures for correspond- 
ing period last year. 


ONE HUNDRED MILLION DEPOSIT GAIN 
AT CHASE NATIONAL BANK 

The Chase National Bank of New York 
maintains its distinction as the largest bank- 
ing institution of the United States with a 
comfortable margin of deposits and resources 
and after adjustments made during the past 
few months in severing its securities affili- 
ate. The June 30th statement shows in- 
crease of approximately $102,000,000 in de- 
posits since March 31st, making aggregate 
of $1,408,337,158 with resources amounting 
to $1,727,182,164. The resources reveal a well 
fortified and liquid position with cash and 
due from banks of $357,374,133; United 
States Government securities, $207,954,818; 
state and municipal securities maturing 
within two years, $90,477,288; other state 
and municipals, $8,506,289; other securities 
maturing within two years, $44,231,972; other 
bonds and securities, $97,628,637; loans and 
discounts, $779,754,902. 

The capital structure reflects the adjust- 
ment in surplus made at the director’s meet- 
ing May 24th when a reduction from $100,- 
000,000 to $50,000,000 was authorized. Capi- 
tal consists of $148,000,000; surplus, $50,- 
000,000 ; undivided profits, $8,704,629, reserve 
for taxes, contingencies, ete., $3,332,938. 
Earnings have been well sustained. 





IRVING TRUST COMPANY 

Earnings of the Irving Trust Company for 
the quarter ended June 30th amounted to 
$1,348,196, bringing surplus and profits to 
$62,863,059, after payment of dividends. De- 
posits increased from $390,832,015 on March 
31st to $429,438,233 and total resources from 
$537,913,120 to $566,022,461. Cash is $105,- 
036,952 and government securities $181,872,- 
276. The board of directors has been re- 
duced by three members, and announcement 
is made of the election of Charles O. Wolff 
as assistant vice-president. 


CHEMICAL BANK & TRUST REPORTS 
INCREASES 

Total resources of the Chemical Bank & 
Trust Company were $444,870,409 on June 
30th, an increase for the quarter of $61,739,- 
521, including deposits of $345,488,S02 against 
$275,182,745 on March 3i1st. Surplus and 
profits increased $736,845 after payment of 
$900,000, dividends to $46,856,313. Estab- 
lished 10S years ago, the bank has had an 
unbroken dividend record for 106 years and 
has never lowered the rate. Cash items equal 
$85,938,928, government securities, $150,769,- 
835 and loans and discounts, $65,698,611. 


MARINE MIDLAND TRUST COMPANY 

Deposits of the Marine Midland Trust 
Company of New York, $67,487,475 on June 
30th show an increase of $18,446,191 since 
March 31st to the highest total since June 
30, 1930. Total resources are $89,843,241 
against $70,942,821 on March 31st and in- 
clude cash of $16,984,756 and government 
securities of $14,979,562. Capital and sur- 
plus are $5,272,820, compared with $5,549,- 
046, 


NEW YORK COMMUNITY TRUST 

M. P. Callaway, vice-president of the 
Guaranty Trust Company of New York, pre- 
sided at a recent meeting of the Trustecs’ 
Committee of the New York Community 
Trust, acting in the absence of Winthrop W. 
Aldrich, who was reelected chairman of the 
committee. The meeting marked the com- 
pletion of ten years operation of the Com- 
munity Trust, created to provide a modern sys- 
tem of handling and distributing funds for 
charitable purposes and with which a majority 
of New York banks and trust companies are 
associated as trustees. The latest addition to 
the list of trustees is the Fulton Trust Com- 
pany with E. P. Rogers, president of that 
company, elected a member of the Trustees’ 
Committee. Appropriations from the trust 
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fund have increased to $1,035,952. 
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GUARANTY TRUST COMPANY AS 
PREMIER IN THE TRUST FIELD 


During the past half year the Guaranty 
Trust Company of New York has become 
more strongly entrenched as the largest trust 
company in the United States in respect to 
banking resources and capitalization and re- 
tains third place among the largest banking 
institutions in the United States. Since the 
banking holiday and March 31st, the Guar- 
anty has recorded an increase of $135,000,000 
in deposits to aggregate of $1,087,621,000 and 
the latter also substantially over the figures 
at close of last year. Resources of $1,445,- 
114,000 represent an increase of $105,000,000. 
Cash on hand and in banks increased during 
the first half of the year from $197,891,000 to 
$249,332,000 with United States Government 
securities of $482,920,173; public securities, 
$75,975,692; other securities, $24,975,000; 
loans and bills purchased, $491,098,292. 

The Guaranty Trust Company has con- 
stantly observed the policy of writing down 
all depreciation or losses. Earnings have 
been maintained on a_ satisfactory basis. 
Capital, surplus and undivided profits on 
June 30, 1933, were $267,266,269.98 compared 
with $271,299,853.73 on March 31, 1933, and 
$271.238,494.33 on December 31, 1932, the 
company having added $5,000,000 to its re- 
serves by transfer from undivided profits in 
May, 1933. Trust business has registered 
substantial gains, especially in individual 
appointments. 

The Guaranty Trust Company has been 
appointed transfer agent for 400.000 shares 
of capital no par value stock of the Wiede- 
mann Brewery Corporation. 


IMPORTANT GAINS BY BANK OF 
MANHATTAN COMPANY 


In its statement of June 30th, the Bank 
of the Manhattan Company shows deposits of 
$381,960,134, a gain of $88,256,834 over the 
$293,703,300 of deposits reported on March 
31st. Total resources amount to $465,263,805, 
against $399,945,265 three months ago and 
$398,961,000 a year ago. The bank reports 
surplus and undivided profits of $31,931,681, 
compared with $36,931,681 three months ago, 
showing the effects of the transfer last month 
of $5,000,000 from surplus to reserves. Hold- 
ings of cash on hand, in the Federal Re- 
serve Bank and due from banks and bank- 
ers are $133,309,832, against $81,777,397 last 
March, and holdings of United States Gov- 
ernment securities are $55,954,586, against 
$52,071,964. 








STRONG POSITION AND GAINS BY 
NATIONAL CITY BANK OF NEW YORK 

The National City Bank of New York, as 
the second largest banking institution in the 
United States, registered important deposit 
gains and further strengthening of its liquid 
position, according to the June 30th state- 
ment. Deposits since last March 31st have 
increased $111,000,000, making aggregate of 
$1,134,750,257, while resources of $1,475,870,- 
145 represent a gain of $81,000,000. Cash 
in value and Federal Reserve and due from 
banks totals $334,164,878, increasing increase 
in amount due from banks from $103,453,- 
000 to $151,310,000 during the past six 
months: United States Government securi- 
ties, $252,382,825; and together with state, 
municipal and other securities aggregating 
$431,720,S08; loans and discounts, $559,910,- 
506. Reserve for contingencies has been 
increased during the past six months from 
$28,800,650 to $50,523,884. Capital remains 
at $124.000,000 with surplus of $50,000,000 
and undivided profits of $5,695,499. 

The City Bank Farmers Trust Company, 
affiliated with the National City which has 
carried on trust business for 111 years as the 
pioneer trust company of the United States, 
reports assets of $62,783.71S with deposits of 
$40,618,822. Capital is $10,000,000; surplus, 
$10,000,000 ; undivided profits, $1,934,405 and 
reserves, $230,490. 

James Stillman Rockefeller, assistant cash- 
ier, has been made an assistant vice-president 
of the National City Bank at the head office. 
He is a son of the late William G. Rocke- 
feller and a nephew of Percy A. Rockefeller. 


EMPIRE TRUST COMPANY DEPOSIT 
GAINS 

An inerease of $17,287,000 in deposits with 
in the past three months is shown in the 
June 30th statement of the Empire Trust 
Company of New York, making total of $67,- 
336,270, which is also nine millions above the 
total at close of last year. Resources also 
show increase of over 17 millions and well 
above the total of six months ago. Resources 
include cash in value and banks, $21,378,230 ; 
United States Government, New York State 
and municipal securities, $13,183,398; bonds 
and other securities, $5,297,929; street and 
demand collateral loans, $25,936,000 time col- 
lateral loans, $4,197,000 and bills purchased, 
$3,266,161. Capital is $6,000,000; surplus and 
undivided profits, $2,569,167 and_ reserves, 
$1,414,585. 
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KiNGcs CouNTy Trust COMPANY 


342, 344 & 346 Futton St., Borough of Brooklyn, City of New York 


Capital, $500,000.00 Surplus, $6,000,000.00 Undivided Profits $716.000.00 





JULIAN P. FAIRCHILD, President 


WILLIAM J. WASON, JR., Vice-President 
HOWARD D. JOOST, Vice-President 

J. NORMAN CARPENTER, Vice-President 
CHESTER A. ALLEN, Vice-President 


BROOKLYN TRUST COMPANY 

Aggregate resources of $121,610,492 are 
shown in the June 30th statement of the 
Brooklyn Trust Company of New York with 
cash on hand and in banks of $20,982,027; 
United States Government bonds, $8,541,- 
990; municipals, $4,207,426; other securities, 
$21,825,891; demand loans secured by col- 
lateral, $21,838,022; time loans and bills 
purchased, $19,574,069. Deposits total $95,- 
232,011. Capital is $8,200,000; surplus, 
$4,000,000; undivided profits, $1,364,869 and 
reserves, $9,870,258. 

President George V. McLaughlin of the 
Brooklyn Trust Company, who was elected 
president of the New York State Bankers 
Association at the recent annual meeting, 
became president of the company in 1927 and 
under his administration the Brooklyn Trust 
has experienced marked growth. 


KINGS COUNTY TRUST COMPANY 

The Kings County Trust Company re- 
ported deposits of $26,284,318, against $29,- 
474,440 last December and resources of $34,- 
091,633, against $36,750,574. Surplus and 
undivided profits are $6,716,685, against $6,- 
665,136 six months ago. The bank shows cash 
on hand and in banks of $10,203,400, and 
holdings of United States Government secu- 
rities of $3,943,425. 


ROCHESTER TRUST & SAFE DEPOSIT 

Total resources of $44,333,405 are shown 
in the June 30th statement of the Rochester 
Trust & Safe Deposit Company of Rochester, 
N. Y., and include deposits of $39,257,722. 
Capital, surplus and profits amount to $4,250,- 
000 with reserves of $825,682. Cash is $5,673-, 
835 and government and municipal securi- 
ties, $3,786,960, bonds and mortgages, $12,- 


ALBERT I. TABOR, Secretary 
ALFRED W. ABRAMS, Assistant Secretary 
EUGENE L. VAN WART, Assistant Secretary 


RECORD INCREASES AT BANKERS 
TRUST COMPANY 

As the second largest trust company in 
New York and the fifth largest banking in- 
stitution in the United States from the stand- 
point of banking resources and deposits the 
Bankers Trust Company has recorded im- 
pressive increases within the past three 
months. Deposits have increased over 
$110,000,000 to total of $693,872,000 and as 
compared with $621,867,000 at close of last 
year. Resources aggregate $822,106,504, an 
increase of 114 millions within last three 
months and as against $762,609,000 at close 
of last year. The highly liquid position is 
reflected ‘by cash on hand and due from 
banks of $127,489,057; exchanges, $45,656,- 
686; United States Government securities, 
$323,473,119, of which $322,471,800 mature in 
less than five years; demand loans $102.- 
632,056; time loans and bills discounted, 
$132,584,829 ; state and municipal bonds, $21,- 
079,039; other bonds and securities, $13,- 
048,853. Capital is $25,000,000; surplus, 
$50,000,000; undivided profits, $12,519,452 
and contingency fund, $18,208,802. 


GAINS BY BANK OF NEW YORK & 
TRUST COMPANY 
During the second quarter of the year the 
deposits of the Bank of New York & Trust 
Company increased from. $103,817,000 to 
$144,377,147 and as compared with $104,970,- 
000 at close of last year. Resources are up 
$56,000,000 to $170,484,014 and as compared 
with $127,279,000 at close of last year. Capi- 
tal remains at $6,000,000 with surplus of 
$8,000,000 with undivided profits showing 
substantial increase .since last March from 
$1,354,000 to $1,413,000. Cash on hand, in 
banks and exchanges amount to $43,288,000 
with United States Government securities of 
$51,960,704; short term securities, $2,570,- 
855; other bonds and stocks, $14,076,804; 
loans and discounts, $40,076,804. 
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THE NEW YORK TRUST COMPANY 

An increase of $33,150,000 in deposits is 
recorded in the June 30th statement of the 
New York Trust Company as compared with 
Mareh 31st, bringing total to $272,457,540 
and as against $259,886,000 at close of last 
year. Resources are up during the last three 
months approximately 29 millions to total of 
$334,868,000 as compared with $324,222,125 
last January. Cash on hand and in banks 
amounts to $77,235,130 with United States 
Government securities of $85,051,760; other 
bonds and securities, $40,569,769; loans and 
bills purchased $110,339,042. Capital is 
$12,500,000; surplus, $20,000,000 and undi- 
vided profits, $1,694,456, with reserve for 
contingencies of $11,000,000. 


MERGER OF LAWYERS TRUST WITH 
COUNTY TRUST COMPANY 

Under an agreement ratified by directors 
of the Lawyers Trust Company and the 
County Trust Company, and approved by the 
State Superintendent of Banks, merger of 
these two institutions under the title of Law- 
vers County Trust Company with head of- 
fice at 160 Broadway will combine total 
banking resources of approximately $34,000,- 
000. Alfred E. Smith, chairman of the 
County Trust Company, and Orie R. Kelly, 
president, will continue in these capacities 
in the new institution, which will have 
branches in Manhattan and Brooklyn, This 
marks the entree of the County Trust Com- 
pany into Wall street and brings to it a large 
trust business started by the Lawyers Trust 
Company in 1905 under the direction of Ed- 
win W. Coggeshall. 

The directorate will be increased to twenty- 
five and include six of the present directors 
of the Lawyers Trust Company. Among the 
directors elected from the County Trust Com- 
pany will be Vincent Astor and John J. Ras- 
kob. Capital funds of the two companies 
aggregate over eight million, the County 
Trust, established in 1926, showing $3,225,- 
838 of capital, surplus and profits on June 
30th, with deposits of $19,217,400, and total 
resources of $23,249,355, deposits increasing 
from $18,372,828 on April 13th, when it be- 
came a member of the Federal Reserve. The 
Lawyers Trust Company is a member of the 
New York Clearing House; its affiliation with 
the Lawyers Title Guaranty Company will 
not be continued. 


H. D. Campbell, a vice-president of the 
Chase National Bank of New York City, has 
been elected a director of the Hupp Motor 
Car Corporation. 


MANUFACTURERS TRUST COMPANY 

Under the able guidance of President 
Harvey D. Gibson the Manufacturers Trust 
Company of New York has rendered invalu- 
able services to the New York banking situa- 
tion within the past few years, besides regis- 
tering continued growth. The June 30th fi- 
nancial statement shows gain of $50,000,000 
in deposits since last March to total of $368,- 
460,994 with resources of $456,281,000 repre- 
senting gain of $30,000,000. The company’s 
cash position has also been strengthened 


United States Government securities,: $94,- 
631.937; state and municipal bonds, $30,- 
018,505; other investments, $47,264,732; loans 
and bills purchased $140,406,255; mortgages, 
$25,962,359. Capital is $32,935,000; surplus 
and undivided profits, $20,297,483 and re- 
serves of $14,131,253. 

The Manufacturers 
been appointed 


Trust 
registrar for 


has 
no-par 


Company 
63,500 


preferred shares and 375,000 no-par common 
shares of Bonwit, Teller & Company. 


FULTON TRUST COMPANY 

Devoting its activities chiefly to the effi- 
cient handling of personal trusts the Fulton 
Trust Company of New York has come 
through the changes of the past half year 
with apparently no other effect than to reg- 
ister continued growth. The June 30th, finan- 
cial statement shows total banking resources 
of $21,586,229, with slight increase over last 
January figure and with deposits remaining 
practically unchanged at $16,398,000. Capi- 
tal is $2,000,000; surplus, $2,000,000, and 
undivided profits, $1,059,541, the latter show- 
ing substantial gain. Cash on hand and due 
from banks amounts to $3,469,000 and 
United States Government securities, $6,841,- 
000, with state and municipal bonds of 
$3,164,000. 


MANUFACTURERS & TRADERS TRUST 
COMPANY 

The June 30th statement of the Manufac- 
turers & Traders Trust Company of Buffalo, 
N. Y. shows a strong position with cash of 
$13.571,675 and government and other se- 
curities of $31,995,470 against deposits $77,- 
104,530. Total resources are $100,675,307. 
Capital, surplus and profits equal $19,458,412, 
and reserves, $5,869,718. Loans and dis- 
counts are $48,318,626 and bank buildings 
are carried at three million. 

Francis A. Smith has been elected assistant 
secretary of the Marine Trust Company of 
Buffalo, N. Y. 
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ELECTED SECRETARY OF TITLE 
GUARANTEE & TRUST COMPANY 

An important change in official staff of the 
Title Guarantee & Trust Company of New 
York was the recent election of P. C. Robert- 
son as secretary of the company in addition 
to retaining the title of assistant vice-presi- 
dent. He succeeds Horace Anderson who has 
retired after many years of devoted services 
to the organization. Mr. Robertson was born 
in Brooklyn in 1878 where he attended 
school. He entered the employ of the Title 
Guarantee in 1894 in the Brooklyn office 
where he remained until 1918, when he be- 
came assistant trust officer. In 1919 he was 
transferred to the Jamaica office as assistant 
manager, in 1925 was elected assistant vice- 
president and in 1930 transferred to the New 
York office. 

Mr. Anderson has concluded a most meri- 
torious career with the Title Guarantee. --e 
is a graduate of Princeton and was admit- 
ted to the bar in New York in 1891. He be- 
came associated with the trust company in 
the new business end of the titse department 
becoming assistant secretary in 1903 and 
later secretary in 1922. His duties as secre- 
tary embraced financial comptrolling, sys- 
tematizing collection of income, purchasing, 
auditing and advertising. 

The Title Guarantee & Trust Company Cel- 






P. C. ROBERTSON 


Assistant Vice-president of the Title Guarantee and Trust 
Company, who has been elected Secretary of that Company 
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ebrates its fiftieth anniversary this vear. Its 
June statement shows deposits of $30,844,000, 
an increase of over four millions since last 
March while resources of $62,147,000, also 
reflect substantial gain. Capital is $10,000,- 
000, surplus and undivided profits, $10,521,- 
O98. During the last quarter $10,000,000 
was transferred from surplus to resources. 


UNITED STATES TRUST COMPANY 

The United States Trust Company of New 
York has preserved a_ distinctive position 
among trust institutions by its conservative 
ideals and adherence to its fine traditions 
covering a period of eight years since its 
organization back in 1853. During the past 
years with its hectic visitations of prosper- 
ity and depression the United States Trust 
Company has continued its even course of 
administering trusts and estates. A compari- 
son of its published financial statements 
shows relatively small changes in deposits 
and resources with capital remaining at 
$2,000,000 but with surplus and undivided 
profits increasing from $24,709,000 in the 
close of 1929 to $27,052,401, as shown by the 
June 30th report. Resources include a high 
degree of liquidity and conservatively valued 
assets aggregating $96,029,907 with deposits 
amounting to $65,871,753. Volume of trust 
business has steadily increased. Earnings 
have been maintained well above all require- 
ments including dividends. 


GAINS BY COMMERCIAL NATIONAL 
BANK & TRUST COMPANY 
The Commercial National Bank & Trust 
Company of New York, which has gained a 
position among the strongest New York banks 
within a few years, reports substantial gains 
in its statement of June 30th. Resources of 
$92,089,000 represent a gain of nearly 11 
millions while deposits of $69,504,000 are 
nearly 15 millions above the March 31st, 
figures. The bank is well fortified as to 
liquid resources with cash on hand and in 
bank of $17,017,158; United States Govern- 
ment securities, $50,104,326; short term state 
and municipal bonds, $4,986,000; loans and 
discounts of $30,593,0ST. Capital is $7,000,- 
000; surplus and undivided profits, $7,732, 
185 with reserve for taxes, ete., of $1,673.,- 
942. Foster Doty is vice-president and trust 
officer under whose management the trust 
department has experienced noteworthy 

growth. 

The Commercial National Bank & Trust 
Company has been appointed trustee for the 
general lien five-years 6 per cent bonds of 
the Ccesden Oil Corporation. 
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Trustees 


Frank L. Babbott 
Walter St. J. Benedict 
Harry M. De Mott 
Jackson A. Dykman 
William N. Dykman 
William H. English 
John W. Fraser 

John Gemmell, Jr. 
John V. Jewell 

James H. Jourdan 
Howard W. Maxwell 
Edwin P. Maynard 
Joseph Michaels 
George V. McLaughlin 
Joseph J. O’Brien 
Clifford E. Paige 
Robert L. Pierrepont 
Harold I. Pratt 
Richardson Pratt 
Thomas H. Roulston 
Adrian Van Sinderen 
J. H. Walbridge 
Alexander M. White, Jr. 


Willis D. Wood ~ MAIN OFFICE 


177 Montague St.—Brooklyn 


Fiduciary Service 
in New York State 


With nearly three-quarters of a cen- 


tury of continuous fiduciary experi- 
ence in New York State, we are glad 
to extend to banks and trust com- 
panies in other states full co-opera- 
tion in the handling of estate and 
trust problems of their clients re- 
quiring special attention in thisstate. 


BROOKLYN TRUSI 


Nothing To 
Sell But Service 


27 Offices in 
Greater New York 


dL New York Office—26 Broad St. 


One of the oldest Trust Companies in the United States 


GAINS IN DEPOSITS AND LIQUIDITY AT 
CENTRAL HANOVER 


During the past six months with its se- 
vere tests the Central Hanover Bank & 
Trust Company has again confirmed its sta- 
bility and reputation as one of the strongest 
and most progressive banking institutions in 
New York, always zealous of its financial in- 
dependence. The June 30th, financial state- 
ment shows deposits at high level of $635,- 
399,509, representing an increase of $S82,181,- 
000 since March 31st, and as compared with 
$594,220,000 at the beginning of the year. 
Resources increased $78,000,000 during the 
past three months, to a total of $751,366,302 
and as compared with $713,362,000 six months 
ago. These figures show that the Central 
Hanover did not experience the general with- 
drawal of deposits which occurred preceding 
and following the banking holiday, a tribute 
to the constancy of its clientele. 

The balance sheet shows that most of the 
increase in assets and deposits was trans- 
ferred to cash or in loans and bills pur- 
chased, thus increasing liquidity. Cash on 
hand and in banks shows increase from $113,- 
818,000 to $138,066,000. United States Gov- 
ernment securities held amount to $250,717,- 


047 with state and municipal securities of 
$39,926,089; other securities, $24,887,195; 
loans and bills purchased $250,132,809 and 
acceptances $23,248,755. Capital is $21,000,- 
000; surplus $60,000,000 and undivided prof- 
its $1,112,476. It is noteworthy that as 
against decrease in undivided profits there 
appears an increase in the item “reserve for 
taxes, interest accrued, ete.” from $3,381,- 
904 to $8,163,479. 

Complying with the requirements of the 
Banking Act of 1933 the Central Hanover 
has reduced its board of directors from 
thirty to twenty-five. The company has no 
investment affiliates and is therefore not af- 
fected by provisions governing such connec- 
tions. The directors who have retired from 
the board are: Clarence Dillon, of Dillon, 
Read & Company; Ernest Iselin, of A. Iselin 
& Company; Frederick Strauss, of J. & W. 
Seligman & Company; John Y. G. Walker, 
of Walker Brothers, and Francis M. Weld, 
of White, Weld & Company. 


John D. Harrison, vice-president of the 
Guaranty Company of New York, has been 
elected president of the Bond Club of New 
York. 
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SECOND ANNUAL REPORT OF FIDUCIARY 
TRUST COMPANY OF NEW YORK 


Unusual interest attaches to the second 
annual report of the Fiduciary Trust Com- 
pany of New York for the year ending May 
31, 1933, which surveys the progress of the 
organization within the past two years of its 
existence. This is the first trust company 
organized in New York to render exclusively 
fiduciary services, limiting itself to personal 
trust and investment work and receipt of de- 
posits not involving lines of credit. It does 
not deal in securities, participate in under- 
writings and has no security dealers on its 
board. With its exceptional facilities for in- 
vestment counsel and research and active re- 
view of trust accounts, the Fiduciary Trust 
Company is in every respect therefore what 
its title implies. 

Under the executive direction of Pierre 
Jay, chairman of the board and former chair- 
man of the Federal Reserve Bank of New 
York and his associates, the Fiduciary Trust 
Company has completed two years of suc- 
cessful progress and increasing volume of 
fiduciary business as well as accumulation 
of deposits involving no commercial credits. 
The first year was one entailing necessary 
expenses of organization and involving ex- 
cess of expense and taxes over income. The 
second year closing May 31, 1933, however, 
shows a gain of $2,149 in income over all 
expenses. The balance sheet shows total re- 
sources of $7,438,774, consisting outside of 
cash reserves and small secured loans to eli- 
ents or depositors, of securities, loans and 
paper acquired in the open market and rep- 
resenting a degree of ready convertibility as 
befits a fiduciary institution. The fiduciary 
business consists mainly of living and insur- 
ance trusts, investment management accounts 
and custodian accounts which has increased 
most satisfactorily. Total deposits increased 
during the second year from $4,886,000 to 
$8,878,000. Resources aggregate $11,519,127. 
Capital is $1,000,000 surplus $1,000,000 and 
reserve $136,645. Securities are carried at 
cost, less current amortization of premiums. 


Governor Lehman has appointed the mem 
bers of an advisory committee in connection 
with the functioning of the Federal Home 
Owners Loan Ccrporation in New York. 

Philately has been added to the category 
of the trust officer’s tasks. Under the will 
of Arthur Hind, the First Citizens Bank & 
Trust Company of Utica, N. Y., as executor, 
is to dispose of the famous Hind collection 
including one of the rarest stamps in the 
world valued at $50,000. 


PLYMOUTH, MASSACHUSETTS 
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Cape Cod Bay. Sandy 
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Philadelphia 


Special Correspondence 


PROGRESS OF TRUST ADMINISTRATION 
IN PHILADELPHIA. 

Surveying in their broader aspects the de- 
velopments of the past few troublous years in 
their bearing upon trust business in this city, 
the answer is unqualifiedly that trust com- 
pany management has ably defended and 
maintained the prestige associated with 
Philadelphia as the so-called ‘cradle of the 
American trust company movement.” Severe 
tests have naturally been encountered. They 
have been most ably met in protecting prin- 
cipal and income of trust accounts during 
a period of violent contraction of market 
values. The responsibilities upon the shoul- 
ders of our trust companies is best under- 
stood when it is stated that they have under 
administration approximately three and a 
half billions of individual trust funds, not to 
mention the great volume of corporate trusts. 

What is of greatest significance is that the 
volume of individual trust business has per- 
sisted in recording uninterrupted increase 
during these depression years, testifying to 
the faith of this community in trust service 
such as developed here during a period of 
more than a century. Interesting also is the 
fact that within the past few years, including 
the period of banking fatalities, the number 
of state chartered institutions in this city 
which carried the words “trust company” in 
their corporate titles has decreased through 
failure or merger from a total of over 60 to 
21. While this may appear on the surface as 
indicating a contraction of trust service, it 
is quite the contrary in effect. The so-called 
and pseudo “trust companies” which have 
vanished from the picture to the extent of 
two score, were with but few exceptions, 
banking institutions and neither equipped 
or intended to assume trust responsibility. 
Their elimination has cleared the local field 
of parasitical obstructions and has demon- 
strated to the people of Philadelphia more 
clearly the distinctive character and integ- 
rity of the trust companies of this city which 
have concentrated their activities chiefly on 
high grade trust work. 


Trust administration in Philadelphia is to- 
day more firmly rooted than ever before, both 
as to character and volume of business as 
well as commanding the confidence of dis- 
cerning members of the community. Over 
90 per cent of local trust business, both in- 
dividual and corporate, is concentrated in 
the management of the ten senior and larger 
trust companies. If there is competition 





The Real Estate 
Trust Co. 


of Philadelphia 


Solicits Deposits of Firms, 
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business pertaining to a Trust 
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Departments. 
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amongst these, it is competition to provide 
refinements of personal service and to give 
accents to the inherent qualities of the cor- 
porate fiduciary. The manner in which they 
have and are solving unusual problems of 
trust investments, particularly as regards 
real estate mortgage securities, must call 
forth unreserved approval from clients whose 
concerns receive that type of personal atten- 
tion which is characteristic of what is best 
in trust administration and most promising 
for the future. Latest statements of Phila- 
delphia trust companies give ample affirma- 
tion of their strong and invulnerable finan- 
cial position as well as their ability to meet 
contingencies and make “charge-offs” wher- 
ever conservative policy demands. 


CORPORATE FIDUCIARY ASSOCIATION 
ELECTS OFFICERS 

The Corporate Fiduciaries Association of 

Philadelphia is an active organization which 

is accomplishing valuable results in cultivat- 

ing mutual and helpful policies among the 


trust companies of this city. At the recent 
annual meeting the following new officers and 
committee members were elected: Frank G. 
Sayre, vice-president of the Pennsylvania 
Company for Insurances on Lives and Grant- 










TRUST 
















Careful management, 






conservative 






policies 
and strict 








adherence to 





sound banking 






principles 


since 1886 
* 



























FIDELITY TRUST COMPANY 


341-343 FOURTH AVE. PITTSBURGH 



























ing Annuities, was elected president for 1933- 
34, succeeding Carl W. Fenninger, vice-presi- 
dent of the Provident Trust Company ; Jona- 
than M. Steere, vice-president of the Girard 
Trust Company, was elected vice-president, 
and Robert U. Frey, assistant treasurer of 
the Pennsylvania Company, was re-elected 
secretary-treasurer. 

Members of the executive committee were 
chosen as follows: A. G. B. Steel, Trades- 
men’s National Bank & Trust Company; Ed- 
gar W. Freeman, Corn Exchange National 
Bank & Trust Company; Nelson C. Denney, 
Fidelity-Philadelphia Trust Company; Mr. 
Fenninger; Kenneth B. Crawford, Northern 
Trust Company, and Thomas E. Shipley, 
Germantown Trust Company. 









































































































































CONFORMING TO THE NEW BANKING 
ACT 

Notwithstanding the changes in banking 
laws wrought by Congressional enactment 
and the new banking code adopted by the 
Pennsylvania legislature, there is no fear 
that the normal course of banking will be 
arbitrarily disturbed, in the judgment of 
Philadelphia bankers and so far as local con- 
ditions are concerned. The large national 
banks which have developed a nationwide 
























































COMPANIES 





system of serving bank correspondents, have 
received voluntary assurances that balances 
will not be withdrawn because of the pro- 
hibition in the national act against payment 
of interest on demand deposits. Typical of 
many letters received is the following unso- 
licited advice to the Philadelphia National 
Bank from one of its correspondents: 

“Your circular letter with reference to the 
elimination of interest on our balances with 
you has just been received, and we hasten 
to assure you that this will not make any 
change in the balances we have heretofore 
maintained with you, as we feel the balances 
carried with you are offset by the splendid 
service you give us on our items in your 
territory. For the same reason we hope that 
your relationship with us will not be dis- 
turbed.”’ 

In conformity with the new laws the Phila- 
delphia Clearing House has revised its in- 
terest regulations, prohibiting members from 
paying interest on demand deposits, a rate 
not exceeding 1 per cent on time certificates 
of deposits and time deposits payable on 
thirty days’ notice or more; on mutual sav- 
ings deposits a rate not exceeding 1 per cent 
and on deposits or certificates of deposit, 
payable on less than thirty days’ notice, ex- 
cept savings fund, no interest. 


GAINS SHOWN IN STATEMENT OF THE 
PENNSYLVANIA COMPANY 

Increase in earnings as well as volume of 
business are evidenced in the June 30th fi- 
nancial statement of The Pennsylvania Com- 
pany for Insurances on Lives and Granting 
Annuities of Philadelphia, thus preserving 
a record of progress which has characterized 
this pioneer trust company during its cor- 
porate existence since the year 1812. Undi- 
vided profits which registered $1,279,524 at 
the close of last year, advanced to $1,429,488 
as shown in the March 31st statement while 
the latest report of June 30th shows a fur- 
ther gain in this account to $1,680,955, with 
capital remaining at $8,400,000 and surplus 
of $17,000,000. The company maintains a 
substantial reserve for contingencies amount- 
ing to $9,313,108. Dividend disbursement on 
July 1st amounted to $336,000. 

In volume of business The Pennsylvania 
Company has also demonstrated its stability 
and growth under the unusual conditions pre- 
vailing during the first half of the current 


year. Combined resources increased nearly 
$10,000,000 as compared with March 31st 


including cash and due from banks of $43,- 
353.382: U. S. Government securities $42,- 
888.502: other investment securities $34,397,- 
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562 ; call loans on collateral $60,572,652 ; time 
loans on collateral $14,206,413 and resources 
also including $5,342,676 as reserve fund for 
protection of “cash balances in trust ac- 
counts.” Deposits increased nearly ten mil- 
lions during the second quarter bringing to- 
tal to $184,893,280, ‘T'rust business has also 
continued to increase, the statement of 
March 3l1st showing personal trusts of $848,- 
422,000 and corporate trusts of $1,823,158,323. 
EXCELLENT STATEMENT BY FIDELITY- 
PHILADELPHIA TRUST COMPANY 
Substantial gains in deposits and resources 
are shown in the June 30th financial state- 
ment of the Fidelity-Philadelphia Trust Com- 
pany, covering the period for the second 
quarter of the year. Deposits since March 
31st have increased $4,245,000 to total of $80,- 
900,696. Resources aggregate $106,874,104 
embracing cash on hand and in banks of 
$12,835,775; U. S. Government securities 
$16,967,181; other investment securities 
owned $34,855,567; loans $33,620,571. Capi- 
tal is $6,700,000; surplus $15,000,000; undi- 
vided profits $1,333,246 with reserve against 
depreciation of securities, etc., of $1,237,306. 
Individual trusts under administration total 
$992,268,622 and corporate trusts $778,336,- 
270. ee nee 
SPECIAL FUNDS GIVEN PREFERRED 
STATUS 
Funds deposited for special purposes, 
which are not consummated because the de- 
pository has been taken over for liquidation 
are entitled to a preferred status, according 
to a recent decision by President Judge 
Smith in Court of Common Pleas No. 5, of 
Philadelphia. Under this ruling the Court 
allowed twenty claims for preference in de- 
posits of $45,066 lodged with the title de- 
partment of the now defunct Aldine Trust 
Company. —— 
DEPOSIT GAINS BY PHILADELPHIA 
NATIONAL BANK 
The June 30th financial statement of the 
Philadelphia National Bank is one which 
must furnish satisfaction to the management 
as well as its depositors and customers. Since 
March 31st, resources increased over 44 mil- 
lions to aggregate of $328,198,310 with de- 
posits gaining approximately $40,000,000 to 
total of $266,357,143. The resources reveal a 
highly liquid position with cash and due 
from banks of $104,7387,525; U. S. Govern- 
ment securities $52,966,062; state, county and 
municipal securities $10,720,121; other se- 
curities $38,579,000; loans and discounts 
$103,226,594. Surplus and net profits regis- 
ter an increase during the last quarter of 
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$183,000 making total of $18,248,447 with 
capital of $14,000,000 and reserve for contin- 
gencies of $6,439,833. 

Action will not be taken until probably 
fall in separating the Philadelphia National 
Company as a subsidiary of the Philadelphia 
National Bank, in accordance with the pro- 
visions of the new banking law. A financial 
statement of the subsidiary shows resources 
of $2,955,489 with capital of $1,400,000; sur- 
plus $600,000 and undivided profits of $443,- 
159. 


STRONG POSITION OF WILMINGTON 
TRUST COMPANY 

As Delaware’s leading and strongest trust 
company with personal trust funds of $171,- 
000,000 under administration, the Wilming- 
ton Trust Company has maintained its pro- 
gressive pace. The June 30th financial state- 
ment shows banking resources of $41,668,365 
including cash and deposits with other banks 
of $5,867,000; U. S. Government securities 
$12,124,630; call loans $1,633,500; other in- . 
vestments $4,432,956: demand loans $9,432,- 
522 and time loans $7,889,000. During the 
last quarter the reserve for contingencies has 
been increased from $353,224 to $857,474. 
Capital is $4,000,000; surplus $9,500,000 and 
undivided profits $214,278. On July 1st divi- 
dend distribution amounted to $160,000. 


PHILADELPHIA BREVITIES 

The Market Street National Bank of Phila- 
delphia reports resources of $32,139,286; de- 
posits $26,788,294; with capital, surplus and 
net profits of $4,849,156. 

The Tradesmen’s National Bank & Trust 
Company of Philadelphia reports individual 
trusts of $47,181,000 and corporate trusts 
$50,060,000. 

Secretary of Banking William D. Gordon 
has issued a statement to the effect that state 
banks now operating on a restricted basis in 
Pennsylvania and not presenting a sound re- 
organization plan by September Ist, will be 
compelled to close and liquidate. There are 
fifty-three state institutions on a restricted 
basis. 

The North Philadelphia Trust Company is 
celebrating its thirtieth anniversary with de- 
posits of nearly $5,000,000 and trust funds of 
over $6,000,000, 

The First National Bank of Philadelphia 
reports resources of $83,238,144 and deposits 
$71,778,390. 

Plans are progressing for the organization 
of a bank to take over the liquid assets of 
the McKean County Trust Company of Brad- 
ford, Pa. 
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Pittsburgh 


Special Correspondence 


BANKING STIMULATED BY INDUSTRIAL 
RECOVERY 


With steel production the best in two years 
and local mills operating at nearly 50 per 
cent of capacity, together with the re-employ- 
ment in mines and factories, the banking 
situation has also responded to new impulses. 
The June 30th financial statements of local 
banks and trust companies testify to the 
strong position of these institutions and the 
fact that Pittsburgh has shown greater re- 
sistance to adverse developments of the past 
half year, than witnessed in most commu- 
nities of its size. The Fidelity Trust Com- 
pany, which has a record of spiendid service 
since 1886, reports as of June 30th, banking 
resources of $25,208,346, showing large pro- 
portion of cash and liquid assets. Deposits 
have increased substantially since Mareh and 
amount to $14,025,286. Capital is $2,000,000; 
surplus $7,000,000; undivided profits $1,337,- 
310 and contingency reserve $320,563. The 
company administers trust funds of $227,647,- 
332 and corporate trusts of $72,460,000. 

A noteworthy increase in trust funds is 
shown by the Union Trust Company during 
the last quarter from 385 million to 435 mil- 
lion with corporate trusts of $861,766,000. 
Banking resources amount to $256,241,000, 
an increase of $18,000,000 since Mareh with 
deposits of $180,379,689; capital $1,500,000 ; 
surplus $65,500,000 ; undivided profits $2,090,- 
000 and reserves of $6,704,000, 

Substantial gains in both banking and 
trust business are shown by the statement 
of the Peoples-Pittsburgh Trust Company. 
Resources of $89,756,000 include over twenty 
million of cash, due from bank and U. S. 
Government securities. Deposits amount to 
over $68,000,000 with approximate gain of 
three millions since last March. Capital is 
$6,000,000; surplus $12,000,000; undivided 
profits $1,425,000 and reserves $1,797,319. 
Trust funds amount to $128,383,000 with cor- 
porate trusts of $66,386,775. 


The Colonial Trust Company shows bank- 
ing resources of $29,547,000; deposits $23,- 
637,640; capital $2,600,000; surplus, undivid- 
ed profits and reserves $3,113,442. Trust 
funds total over $30,000,000 with corporate 
trusts of $117,997,000. 

The Commonwealth Trust Company shows 
resources of $14,981,890 with deposits of $11,- 
259,997. Capital is $1,500,000; surplus $1,700,- 
000; undivided profits $107,159 and reserves 
$277,653. Trust funds total $51,978,000. 

The trust department of the Union Na- 


tional Bank of Pittsburgh holds trust funds 
of $36,553,000 and corporate trusts of $19,- 
167,000. 

Action is contemplated by the Potter Title 
& Trust Company of Pittsburgh to increase 
capital from $500,000 to $1,000,000. 

Kenneth M. Crane, manager of the bond 
department of the Mellon National Bank, has 
been elected vice-president of the Mellon Se- 
curities Company. 


The McDowell National Bank of Sharon, 
’a., has been appointed trustee for the re- 
maining trust funds of the Dollar Title & 
Trust Company of that city, including trus- 
teeship of participations in the mortgage 
trust fund or pool conducted by the latter. 


The Pennsylvania Title & Trust Company 
of Chester, Pa., is to be merged with the 


Delaware County Trust Company with au- 
thorized capital of $500,000. 


C. E. Field, vice-president, has been chosen 
president of the First-Owensboro Bank & 
Trust Company at Owensboro, Ky. 


BANKING BALANCES AND DEPOSIT 
GUARANTEE 
(Continued from page 46) 

ers’ balances at the money centers necessi- 
tates an increase in the amount of reserves 
required of member banks—as the interior 
bank must maintain the proper reserve 
against the original deposit and its corre- 
spondent against the increase in net deposits. 
If these funds remained at their source, and 
were held in part as reserve balances, the 
latter might, in due time, be used as a basis 
for expanding credit for the use of business 
and agriculture. 

To the extent that this procedure would 
not be followed, funds would be available for 
the purchase of U. S. Government securities 
to be issued for the various relief projects. 
This is additionally important in view of the 
fact that, in the past, country banks have al- 
ways displayed relatively smaller interest in 
the holding of governments than have the 
banks in the larger centers. Thus, this de- 
velopment would fit in with public policy at 
the present time. 

The actual disposition of these funds can- 
not be accurately predicted. Whether they 
will remain in the vaults of the Reserve 
Banks, or in the future will flow back to the 
money centers, is a matter of opinion. There 
is a limit to conjecture and only time can 
reveal the turn of events. 
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Chicago 
Special Correspondence 


WHAT PRICE “THE NEW BANKING 
DEAL?” 

Sufficient time has elapsed since the Bank- 
ing Act of 1933 became law to enable bank- 
ers to somewhat appraise and clarify their 
judgment as to the scope, and possible ef- 
fects of the major changes required by the 
“new banking deal.” Here in the nation’s 
second largest city which is now celebrating 
a Century of Progress, the banking mind 
is not dominated by the same _ influences 
which prevail in New York. Very often in 
the past Chicago and New York bankers 
have been in collision. This arises mainly 
from the fact that while New York banking 
has been closely allied to security and fin- 
ancing, the major functions of Chicago bank- 
ing has been along essentially commercial 
lines. To the extent that this is true, Chi- 
cago bankers as a body favor constraints 
in the new banking act which will prohibit 
diversion of banking or Federal Reserve 
credit into speculative and security channels 
to an undue extent. Separation of invest- 
ment from commercial banking will not 
cause such disruption or realignment here 
as in New York. In short one of the effects 
of the new banking deal will most likely be 
to make Chicago still more independent of 
New York from a financial standpoint than 
before. 

On the question of deposit insurance Chi- 
cago bankers are practically of the same 
mind as their brethren in Manhattan. They 
are against the scheme as unsound in prin- 
ciple and charged with hazards in practice. 
However, one of the leading bankers of this 
city, Mr. Melvin A. Traylor, voices the pre- 
vailing thought here, that while opposed 
to the plan in general, he will comply with 
it, because it is now the law and the urge 
of the moment is to extend every possible 
cooperation to the President in his hercu- 
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effort to bring about restoration of 
and all finance on a permanent 
basis. Evidence of this spirit of coopera- 
tion is to be found in the transfer within 
the past few years of a tremendous volume 
of banking resources in this city from state 
to national charters, embracing some of the 
largest “loop” banks. 


lean 
business 


The provision of the new bank act which 
allows national banks to conduct branches 
only to the extent perinitted under state’ 
law, important questions here, be- 
cause Illinois is one of the thirteen states 
which prohibits any type of branch banking. 
Developments of the past two years have 
made a marked change in the public as well 
as the banking attitude in Chicago and IIlli- 
nois as to the merits of at least limited 
branch banking. It is now generally con- 
ceded that if Illinois law nad permitted the 
large banks of this city to maintain bran- 
ches, either within corporate city or county 
limits, that the tragic experiences with so- 
called “neighborhood” banks in Chicago 
would not have occurred. In 1929 there 
were 220 separate banks operating in the 
city of Chicago. Now there are only 47 
banks in Chicago which have weathered 
the storms. These figures are significant 
in emphazing that Chicago banking would 
have fared far better if the larger “loop” 
institutions had been enabled by state or 
Federal law to provide strong banking fa- 
cilities to outside districts. It is conceiv- 
able that the new Federal bank law will 
stimulate legislative action in Illinois to 
validate branches within corporate or county 
lines. 


raises 


CHICAGO BANKING POSITION AS 
REVEALED BY RECENT REPORTS 


A fairly accurate picture as to what has 
taken place in Chicago banking during the 
past few years and especially the past six 


months including the national bank holi- 
day period, is to be had from the compiled 
statements of local banks and trust com- 
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panies under date of June 30. Total de- 
posits in Chicago banks on October 4, 1929 
were over $2,846,000,000. On March 25, 1933 
they were $1,419,000,000, a decline of 50 per 
cent. The June 30th statements, evidencing 
the strong improvement in local banking 
shows an increase of $282,142,000 in deposits 
to total of $1,704,141,000. Savings deposits 
since last March increased from $263,419,000 
to $289,488,000. Cash position has been sub- 
stantially strengthened by increase in cash 
resources since March from $425,563,000 to 
$570.338,000. Loans and discounts during 
the past three months increased from $694,- 
132.000 to $702,632,000. 

It is significant that of the increase in de- 
posits since March only $6,000,000 is ac- 
counted to deposits of re-opened banks. In- 
teresting also is that the Chicago Clearing 
House had 25 regular members and 138 
affiliated members in October, 1929 as com- 
pared with regular membership last March 
of 10 and 28 affiliate members. The Chief 
Examiner of the Chicago Clearing House 
is authority for the statement that so far 
as the records show there has been no fail- 
ure of any regular or affiliated member of 
that organization which has resulted in any 
loss to any out-of-town correspondent bank. 





IMPORTANT GAINS BY FIRST NATIONAL 
BANK OF CHICAGO 

Very substantial increase in deposits and 

cash resources is reflected in the June 30th 

financial statement of The First National 

Bank of Chicago as compared with the re- 


turn for last Mareh 25th. Within recent 
months all the banking business, including 


savings deposits of the affiliated First Union 
Trust & Savings Bank, was transferred to 
the First National Bank. To complete the 
consolidation of the First National and the 
First Union Trust, under the title and na- 
tional charter of the former, the directors 
of both banks approved, and the stockholders 
at a meeting on July 17th. ratified plan 
whereby the trust business is trans- 
ferred to the First National, and the First 
Union Trust «& Savings Bank, which was 
organized in 1908 as a state affiliate, ceases 


also 


existence. This consolidation involves no 
change in personnel or other adjustment, 
inasmuch as both organizations have been 
practically conducted under similar man- 
agement and therefore completely coor- 
dinated. 


Deposits of the First National as of June 
20th, aggregated $563,486,200, representing 
an inerease of $78,605,310 as compared with 
last March, consisting of $439,338,461 4 mand 
deposits and $124,147,739 time deposits. Com- 
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bined resources increased since last March 
$78,776,000 to total of $622,873,318. It is 
noteworthy that the June statement shows 
an increase in cash and due from banks of 
over $47,000,000, to total of $207,861,852. 
Other items among resources include U. 8. 
Government securities of $108,638,354 ; other 
bonds and securities $69,812,433 ; loans and 
discounts $211,543,585. 

The consolidation has necessitated no 
change in the capital structure of the First 
National with capital remaining at $25,000,- 
000; surplus fund $15,000,000 and undivided 
profits of $3,594,675, the latter account show- 
ing an inerease of $240,000 since March. 
Earnings of the past quarter have been sat- 
isfactory. 

CONTINENTAL ILLINOIS NATIONAL 

BANK & TRUST co. 

As the largest bank of Chicago, the Con- 
tinental Illinois National Bank & Trust Com- 
pany has demonstrated its resourceful posi- 
tion and stability, not only by the character 
of its own assets and liquidity but notably 
by the invaluable assistance which it has 
rendered to meeting unusual demands locally 
as well as special services to correspondent 


banks. Important gains in deposits and gen- 
eral volume of business are shown in the 


June 30th financial statement as contrasted 
with the previous statement of Mareh 25th. 


Resources aggregate $762,242, 798 embracing 
cash and due from banks of $189,409,366 ; 


United States Government securities $128,- 
413.856: other bonds and securities $69, 788,- 
954: loans and discounts $343.028,965. De- 
posits total $632,819,314. Capital stock is 
$75,000,000; surplus $25,000,000 ; undivided 
profits $1,600,717 and reserve for contingen- 
cies of $5,000,000. While trust department 
figures are not published it is known that the 
trust under administration have in- 
creased very substantially. 


assets 





GAINS BY HARRIS TRUST & SAVINGS 
BANK 

Total deposits of $113,813.389 reported by 
the Harris Trust & Savings Bank of Chicago 
as of June 30th, represent an increase of 
$14,191,000 since the March 25th statement 
with an increase of $14,134,300 bringing com- 
bined resources to aggregate of $138,265,603. 
Cash on hand and in banks totals $38.731,703 
with U. 8S. Government securities of $33,033,- 


406 showing increase of over $7,000,000. 
Market value of securities shown in re- 


sourees are in excess of the figures quoted 
with state and municipal securities of $8,351,- 
069: other bonds and securities $4,497,524 ; 
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The only medium 


through which the rulings, past or 
current, of the New York Stock 
Transfer Association are made 
available is The Stock Transfer 
Guide and Service. In addition 
to the rulings of the association 
this Service also shows, in in- 
stantly accessible form, just what 
documents, waivers, endorse- 
ments, etc., are necessary for the 
transfer of any security, regard- 
less of what state’s laws may be 
involved. Used by practically all 
leading transfer agents, and by 
estate, bank and trust company 
attorneys. Write for particulars. 


THE, CORP N TRUST: COMPANY 


120 Broadway, New York, N. Y. 








demand loans $6,833,193; time loans and bills 
discounted $22,844,249 and prime bankers ac- 
ceptances purchased $14,324,656. Capital is 
$6,000,000 ; surplus $6,000,000 and undivided 
profits $1,824,495. 


NORTHERN TRUST COMPANY MAIN. 
TAINS DIVIDEND RATE 

Earnings and growth of the Northern 
Trust Company of Chicago have justified the 
management in maintaining its regular divi- 
dend rate besides adding substantially to sur- 
plus and profits account. Directors recently 
authorized the regular quarterly dividend 
of $4.50 a share for the second quarter of 
the year at the rate of $18 annually, which 
has been in force since 1930. For several 
years prior thereto the company paid at a 
rate of $16 yearly and $2 extras. 

Announcement is made of the election of 
Alfred Britain, Jr., as assistant cashier of 
the company. 


STANDING COMMITTEE OF CHICAGO 
FINANCIAL ADVERTISERS 


Chester L. Price, assistant manager of the 
business extension department of the City 
National Bank & Trust Company of Chicago, 


who was recently elected president of the 
Financial Advertisers Association of Chicago, 
announces the appointment of the following 
as chairmen of standing committees: Pro- 
gram, Guy W. Cooke, First National Bank ; 
publicity, Rufus R. Jeffris, Harris Trust & 
Savings Bank; membership, Fred W. Mathi- 
son, and entertainment, Charles S. Frye. 


ILLINOIS BREVITIES 

The Illinois Supreme Court has ruled that 
the Auditor of Public Accounts, and not cir- 
cuit judges, has sole power to appoint re- 
ceivers of closed state banks, under the pro- 
visions of the present state banking laws. 
Pursuant to this ruling the Auditor recently 
dismissed forty-two receivers of closed banks 
in Cook county. 

Illinois is the second state to obtain the 
benefits of the new Federal land bank and 
loan system whereby farmers are enabled to 
refinance mortgages held by closed and re- 
stricted banks. 

The First State Trust & Savings Bank of 
Springfield, Ill., has transferred all its de- 
posits to the First National Bank of that 
city and will henceforth confine its activities 
to trust business. The bank has trust assets 
of over $8,000,000. 
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Cleveland 


Special Correspondence 


IMPROVED BANKING CONDITIONS IN 
CLEVELAND 

The banking holiday and its aftermath is 
sufficiently in retrospect to disclose a clear 
picture of banking and trust company ad- 
justments, so far as Cleveland is concerned 
and which had to bear the brunt of the ini- 
tial financial storm precipitated by the en- 
forced banking holiday declared by Michigan 
prior to the national moratorium. The June 
30th financial statements of the Cleveland 
Trust Company, the National City Bank and 
the Central United National Bank testify to 
the return of public confidence toward banks, 
with new accounts flowing in daily. These 
three banking institutions have “carried on” 
the banking and credit facilities of this city 
and adjacent territory, not only demonstrating 
stability, but also the resourcefulness to ac- 
commodate demands of the returning tide of 
business and industrial activity. Naturally, 
a considerable number of the accounts of the 
closed Union Trust Company and Guardian 
Trust Company came to the counters of these 
banks within the past three months. 


EXCELLENT STATEMENT BY CLEVELAND 
TRUST COMPANY 

The manner in which the Cleveland Trust 
Company, true to its traditions and benefited 
by conservative policies, has come through 
the recent test with added prestige is evi- 
denced by the June 30th financial statement. 
This shows that deposits, despite withdraw- 
als before the banking holiday, have _ in- 
creased since March 31st, from $225,644,791 
to $236,351,632. The strong position of the 
company is also disclosed by the character 
of resources amounting to $262,165,849, in- 
eluding cash on hand and in banks $32,853,- 
787: U. S. Government securities $15,852,054 ; 
state, municipal and other bonds and securi- 
ties $22,440,372; loans, discounts and ad- 
vances $176,005,454. Capital stock is $13,- 
800,000; surplus and undivided profits $9,- 
716,961; reserves for taxes, ete., $997,614. 
The statement shows no rediscounts or bills 
payable. 

The past quarter has also witnessed expan- 
sion of the branch banking facilities of the 
Cleveland Trust. During June the 60th bank- 
ing office was opened at Shaker Square, in 
quarters formerly occupied by a branch of 
the Guardian Trust Company, with William 
B. Needs, as manager. This opening fol- 
lowed the establishment of the fifty-ninth 
branch a week previously at Detroit and 


West Sixty-fifth street, in quarters formerly 
occupied by a Union Trust Company branch 
and which is under the management of 
Charles D. Hedous. A number of official 
changes have likewise been announced by the 
Cleveland Trust Company, including election 
of H. R. Templeton, manager of the Broad- 
way-Harvard office, as assistant vice-presi- 
dent. Several promotions have been made 
at branch offices. 


The banking community of Cleveland has 
lost two of its members through death re- 
cently and who were associated with the 
closed Union Trust Company of this city. 
Allard Smith, who was executive vice-presi- 
dent of the Union Trust and widely known 
among bankers, died recently of heart at- 
tack. Another former member of the Union 
Trust official staff to succumb is George A. 
Coulton, who was also an executive officer 
of the company and at the time of his death, 
chairman of the Council of Administration 
of the Ohio Bankers Association. Both bank- 
ers were highly regarded in Cleveland be- 
cause of their many years of activity in lo- 
eal banking. 


OHIO BREVITIES 

The National City Bank of Cleveland 
which assumes liquid assets of the Guardian 
Trust Company, has taken possession of the 
banking rooms of the Guardian. 

The Central United National Bank of 
Cleveland reports deposits of $76,374,598: 
eapital $5,000,000: surplus and profits $2,- 
504,960 and reserves $886,849. 

The Fifth Third Union Trust Company of 
Cincinnati reports resources of $76,896,000: 
deposits $65,002,000: capital $5,000,000; sur- 
plus and undivided profits $5,944,871 and re- 
serves $368.716. 


The Peoples Banking & Trust Company of 


Marietta, O., has purchased assets of the 
First State Bank of Belpre and the First 
National Bank of Lowell, which are being 
conducted as branches. 

Plans are being formulated for reopening 
of the Spitzer-Rorick Trust & Savings Bank 
of Toledo and a new national bank is being 
organized at Lima, to liquidate assets of 
the closed Lima First American Trust Com- 
pany. 

Willard I. Webb has been elected a di- 
rector and Randolph P. Whitehead, trust of- 
ficer, of the Citizens Trust Company of To- 
ledo. Plans are in progress to increase the 
capital of the Citizens to $200,000 and to ap- 
ply for Federal Reserve membership, 
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Boston 


Special Correspondence 


NEW ENGLAND BANKERS IN ANNUAL 
CONCLAVE 


Within the past month the bankers of the 
various New England states had opportunity 
to meet and exchange views as to their vital 
problems at the annual conventions of their 
respective associations. The foremost topic 
of discussion revolved around the Banking 
Act of 1933 with its major provisions for de- 
posit insurance, severance of investment 
from commercial banking and the various re- 
straints upon banking operations. The Se- 
curities Act and the Industrial Recoveries 
Act were likewise themes, The general dis- 
position among the bankers is to accept these 
changes and new laws with the best possible 
grace, but at the same time to rely upon 
their own habitual sources for sound man- 
agement. 

The Massachusetts Bankers Association 
met at Worcester for the first time since the 
merging of the Massachusetts Bankers Asso- 
ciation with the Massachusetts Trust Com- 
panies Association and the Massachusetts 
National Bank Association, a move calculat- 
ed to unify and render more effective the 
various banking and trust company inter- 
ests. Wilmot R. Evans, president of the 
Boston Five Cents Act was elected president. 
The new association provides for trust and 
national bank divisions. Frank L. Richard- 
son of the Newton Trust Company was elect- 
ed head of the Trust division executive com- 
mittee. 

Raymond H. Trott of the Rhode Island 
Hospital Trust Company of Providence was 
elected president of the Rhode Island Bank- 
ers Association which met at Providence. J. 
Cunliffe Bullock of the Industrial Trust Com- 
pany of Providence was elected vice-presi- 
dent of the Trust Division, A. B. A. repre- 
senting Rhode Island. 


Connecticut bankers held their annual con- 
vention at New Haven and elected as presi- 
dent Warren M. Crawford, cashier of the 
First National Bank & Trust Company of 
New Haven with Clarence E. Thompson, 
president of the Stamford Trust Company, 
as vice-president. Addresses were made by 
Edmund 8. Wolfe, president of the First Na- 
tional Bank & Trust Company of Bridgeport, 
who spoke on the new Bank Act, and by 
Banking Commissioner Bassett. A survey of 
state legislation affecting banks and trust 
companies was made by Secretary Charles E. 
Hoyt. 


Capital 
$3,000,000 


Surplus 
$3,500,000 


STATE STREET TRUST 


COMPANY 
BOSTON, MASSACHUSETTS 


Welcomes opportunities to 
be of service to individuals, 


firms or corporations in the 


field of general banking or in 


any recognized trust capacity. 


MEMBER FEDERAL RESERVE SYSTEM 








FIRST NATIONAL OF BOSTON MAIN- 
TAINS BANKING TRADITIONS 

Special interest attaches to the June 30th 
financial statement of the First National 
Bank of Boston as the largest commercial 
banking institution in New England. The 
figures amply confirm that the First National 
has not only preserved but enhanced its pres- 
tige both as to financial stability and in im- 
portant services performed throughout this 
territory. The statement shows aggregate 
banking resources of $627,739,954 and de- 
posits of $531,316,880, the latter representing 
an increase of approximately $40,000,000 
since the national banking holiday. Carrying 
the comparison through the period of the 
past six months, it is shown that there has 
been comparatively little chaage in the im- 
portant figures, except evidence of further 
increase in liquidity. Cash and United States 
Government securities shown in the June 
doth statement are equal to over 50 per cent 
of total deposits, which, in addition to other 
items testify to the ability of the First Na- 
tional Bank to take ample care of whatever 
expansion in business and industry the fu- 
ture promises to develop. 

The capital of the First National continues 
at $44,500,000. Surplus and profits amount 





112 TRUST 


to $27,698,048 and since December 31, 1932 
the sum of $5,000,000 has been transferred 
from profits to reserve for contingencies and 
in line with the conservative policy of the 
bank, the amount of $11,600,000 from con- 
tingent reserves has been applied to reduce 
the book value of loans, discounts and in- 
vestments. 

In accordance with the requirements: of 
the Banking Act of 1933 the First National 
has published the statements of four affili- 
ates. These show the First of Boston Cor- 
poration of Massachusetts with assets of $15,- 
400,834: the First of Boston Corporation 
with assets of $55,005,097; the First of Bos- 
ton International Corporation with assets of 
$768,446 and the Union Safe Deposit Vaults 
with assets of $133,941. 

The affiliated Old Colony Trust Company 
of Boston, which confines itself chiefly to 


fiduciary activities, reports resources of $16,- 


951,210 with capital of $5,000,000; surplus 
and profits of $5,282,839. At the close of the 
past year the Old Colony reported trust as- 
sets of $316,336,048. 


FINANCIAL STATEMENT OF THE 
NATIONAL SHAWMUT BANK 

The National Shawmut Bank of Boston 
shows an exceptionally liquid position in its 
financial statement of June 30th, with cash 
on hand and in banks of $40,049,160 and 
U. S. Government securities amounting to 
$45,518,117, representing over 50 per cent of 
deposits. Other resources of the total of 
$205.58 3 include short term municipals 
of $23,205,931: loans, discounts and invest- 
ments $59,233,243; demand loans $8,041,298 
and commercial paper and loans eligible for 
rediscount of $5,231,292. Deposits aggregate 
$160,611,615, representing substantial gains. 
Capital is $20,000,000; surplus and undivided 
profits $11,914,834. 


AUTHORIZING EXCHANGE OF MORT- 

GAGES FOR GOVERNMENT BONDS 

The Massachusetts legislature has passed 
bills authorizing the banks, trust companies 
and savings institutions of the common- 
wealth to exchange mortgages for bonds of 
the Federal Home Loan Mortgage Oorpora- 
tion. This legislation was the subject of a 
special message by Governor Ely, urging per- 
missive legislation for such exchange and to 
take full advantage of the Federal Act for 
the benefit of home owners and to prevent 
further foreclosures. 


COMPANIES 


MARKED GAINS BY STATE STREET 
TRUST COMPANY 


The June 30th financial statement of the 
State Street Trust Company of Boston re- 
veals that this institution has not only main- 
tained active growth in volume of banking 
and trust business during the first six months 
of this year, but has substantially increased 
its surplus and undivided profits account. 
As executor and trustee the company has in- 
creased the aggregate of its assets under ad- 
ministration by over five millions to a total 
of $60,888,315. In addition the company acts 
as agent and attorney over assets amounting 
to $60,375,360. 

From the banking standpoint it is interest- 
ing to note that since the first of the year 
and after meeting all dividend and other re- 
quirements the surplus and undivided profits 
account increased from $3,705,731 to $4,036,- 
625, with capital stock of $3,000,000 and re- 
serves of $301,113. Banking resources ag- 
gregate $64,679,410, nearly two millions 
above the figure of last December 31st and 
with deposits of $56,274,382 also showing sub- 
stantial gain. The deposit total does not in- 
clude savings department deposits which un- 
der the state law are required to be sepa- 
rately maintained and which amounted on 
June 30th to $5,066,498. 


MAINTAINING INDUSTRIAL AND 
BUSINESS IMPROVEMENT 


New England leads the country in ratio 
of productive activity, acquiring the highest 
level since the fall of 1931. Capacity opera- 
tions are the rule in most textile centers with 
many mills booked up for months ahead. 
Consumption of cotton has advanced 35 per 
cent within a few months and consumption 
of wool has more than doubled. Reflecting 
this industrial activity the production of 
electricity is rising rapidly with most of the 
power companies running 30 per cent above 
1932. The building industry has now shown 
advances for four consecutive months with 
sharp increase in residential construction. 
Real estate values are likewise taking a more 
favorable turn. In fact, there has been no 
such sharp gain registered in all major in- 
dustries and lines of business in New Eng- 
land within the past decade as witnessed 
within the past four months. 


Maine bankers assembled at Rangeley Lake 
and elected E, E. McFarland, cashier of the 
Merchants National of Bangor as president 
with G. J. Wallingford of the Lewiston Trust 
Company as first vice-president. 
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EXCEPTIONAL DIVIDEND RECORD OF 
BOSTON SAFE DEPOSIT & TRUST CO. 

The Boston Safe Deposit & Trust Company 
has maintained a record of declaring semi- 
annual dividends from earnings without a 
single interruption since its organization in 
1877. The latest distribution of $4 per share 
for the first half of the current year repre- 
sented the 113th consecutive semi-annual div- 
idend. In addition to this regular dividend 
the directors likewise authorized the usual 
$4 per share extra dividend from earnings. 

The Boston Safe Deposit & Trust Company 
has continued on its conservative and steady 
course during these past years. The finan- 
cial statement as of June 30th shows re- 
sources of $32,714,710 and deposits of $26,- 
497,372, the latter representing an increase 
of well over one million dollars during the 
past six months. The strong banking posi- 
tion of the company is evidenced by cash and 
due from banks of $5,943,009; U. S. Govern- 
ment securities $13,474,800 and with other 
liquid resources including Massachusetts, 
state and municipal bonds and notes as well 
as demand loans secured by collateral, mak- 
ing total of $27,693,171. Other loans, includ- 
ing collateral loans due within 90 days, time 
loans secured by collateral and all others 
amount to $3,056,608. 

Capital of the company is $2,000,000 with 
surplus of $3,000,000; undivided profits $857,- 
041 and general reserve of $250,000. As pri- 
marily a fiduciary institution the Boston 
Safe has experienced its greatest growth in 
trust business, the volume of assets in its 
trust department at close of last year aggre- 
gating $246,730,752. 


LAWYER-TRUST COMPANY CODE 
DRAFTED IN NEW HAMPSHIRE 


A comprehensive code has been drafted to 


govern relations between trust companies 
and members of the legal profession in New 
Hampshire. The code follows the general 
lines of those adopted in other cities and 
states. Rights of trust companies are pre- 
served in regard to advertising, consulta- 
tion with prospective clients and in other 
respects. The trust companies, on the other 
hand pledge themselves to respect the proper 
functions of lawyers in regard to drafting 
of legal documents, selection of counsel, ete. 
A conference committee of six is created to 
represent the New Hampshire Bankers As- 
sociation and the New Hampshire Bar Asso- 
ciation. 


Clifford Couch, former attorney of the 
Westchester County National Bank has been 
named president of the reorganized bank. 


HARTFORD NATIONAL BANK & TRUST 
COMPANY 

An excellent statement has been rendered 
by the Hartford National Bank & Trust Com- 
pany of Hartford, Conn., as of June 30th, 
showing substantial gains in deposits since 
the banking holiday. This bank has a cor- 
porate existence of over 140 years and is 
one of New England’s strongest banks. Since 
the first of the year resources have increased 
from $40,000,000 to $51,375,215 with deposits 
amounting to $41,472,726. Loans and dis- 
counts totaled $21,990,334; U. S. bonds, 
$4,123,990; cash reserve in vault, $375,043; 
due from banks, $16,758,141; cash capital, 
$4,000,000 ; surplus, $4,000,000, and undivided 
profits $566,530, 


NEW ENGLAND BREVITIES 

The Worcester County National Bank of 
Worcester, Mass., following its recent reor- 
ganization, reports total resources of $34,- 
440,289; deposits $27,407,045 with capital of 
$2,769,500: surplus $1,762,700 and undivided 
profits $516,498. Walter Tufts is president 
and the trust department is in charge of 
Clarence A. Evans as vice-president and trust 
officer. 

The Waterbury Trust Company of Water- 
bury, Conn., has become a member of the 
Federal Reserve System. 

The First National Bank & Trust Company 
of Hartford, Conn., reports resources of $28,- 
987,710; deposits $22,633,426 with capital of 
$1,260,000,000 ; surplus and undivided profits 
of $1,219,719. 

The New Britain Trust Company of New 
Britain, Conn., reports resources of $4,828,- 
435: deposits $3,397,585; capital $1,000,000 ; 
surplus and undivided profits $372,213, 

Three mutual savings banks of Waterbury, 
Conn., have been merged to become the Wa- 
terbury Savings Bank with assets over $12,- 
000,000. 

A bank in liquidation must pay a stock as- 
sessment levied on it by another bank in 
liquidation, that is, the receiver or trustee 
in bankruptey of a closed bank cannot aban- 
don such a contract or asset, according to a 
recent decision of the full bench of the Su- 
preme Court of Massachusetts. 

Vermont bankers met at Montpelier and 
elected Fred A. Field, Jr., president of the 
Rutland Savings Bank as their president. 
Retiring-president J. R. Leonard dwelt upon 
important developments of the year and a 
timely address was given on real estate mort- 
gages by Wilmot R. Evans. Guy H. Boyce, 
vice-president of the Proctor Trust Company, 
was elected vice-president of the Trust Divi- 
sion, A. B. A., representing Vermont. 





TRUST COMPANIES 


St. Louis 


Special Correspondence 


INDUSTRIAL AND AGRICULTURAL 
RECOVERY 

Measured in terms of increased production, 
purchasing and velocity of trade, the gen- 
eral situation in this part of the United 
States has unquestionably created a much 
more confident sentiment than experienced in 
several years. If there is a minor note of 
uncertainty as to the permanence of this ad- 
vance it is submerged by the general convic- 
tion that regardless of the political measures 
for recovery adopted by the Democratic Ad- 
ministration, the tide of deflation had reached 
its lowest ebb last Spring and that the pres- 
ent return flow is founded on sound economic 
reaction. In the larger cities of this district 
there is stimulation and new hope in prac- 
tically all lines of business, Distress, unem- 
ployment and the other spectres of depres- 
sion have retreated from the limelight. 

St. Louis and Missouri derive much of the 
feeling of buoyancy from promise of liberal 
government expenditures which will set thou- 
sands of men to work. Missouri is getting 
ready to make use of the $12,180,000 allotted 
by the Federal Government for road con- 
struction and another $8,500,000 is expected 
from the same fertile source for public build- 
ing construction. St. Louis visualizes a big 
civie building program to carry out the proj- 
ects contemplated by the $87,000,000 bond is- 
sue voted in 1921 but never completed for 
lack of funds. One of the dreams that is 
expected to materialize in the near future 
is the plan for extensive improvement of the 
St. Louis riverfront and the historic Missis- 
sippi levee. Included in the plans is the con- 
struction of a hydroelectric dam below St. 
Louis which will raise the level of the river 
and provide an unexcelled inland harbor. 

The farmer, although much revived by en- 
hanced prices and income, is somewhat scep- 
tical, however, of government plans for keep- 
ing up prices by curtailing acreage of wheat 
and cotton, by processes taxes and other ex- 
pedients, These are strange to him and seem 
to do violence to his ideas of nature’s boun- 
ties. He finds that prices for what he pur- 
chases in the city for his home or his farm 
equipment, have a tendency to rise above the 
increase in the purchasing power of the 
farmer’s dollar. He does not see the logic of 
destroying acreage when there is every evi- 
dence of a crop year below normal with the 
Government reporting that the present out- 
look for grain yields is the worst in many 
years. 


“TRUST SERVICE 
EXCLUSIVELY” 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
osits. Its entire organization and 
acilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


St. Louis Union Trust Co. 


ST. LOUIS, MO. 
Oldest Trust Company in Missouri 


Affiliated with First National Bank 





STRONG STATEMENT BY MERCANTILE 
COMMERCE BANK & TRUST COMPANY 

Throughout these past years of general 
business reverse the Mercantile-Commerce 
Bank & Trust Company of St. Louis has giv- 
en convincing proof of the bank’s slogan: 
“Large Enough to Serve Any—Strong Enough 
to Protect All.” With its many thousands 
of depositors and customers as well as far- 
reaching chain of correspondents, the Mer- 
cantile-Commerce has been ready and able to 
serve not only legitimate but also unusual 
requirements, proving a degree of usefulness 
and personal conservation which will doubt- 
less redound to the greater prestige of this 
big institution in the years to come. There 
are many individual and corporate borrow- 
ers as well as tradesmen who have reason 
to attest to the readiness and ability of this 
bank to aid them during these trying years. 
To President John G. Lonsdale there comes 
the credit of having conducted the Mercan- 
tile-Commerce true to the best traditions of 
the organization. 

The financial statement of the Mercantile- 
Commerce, as of June 30th, confirms the un- 
interrupted progress and increasing strength 
of the institution. Total resources amount 
to $109,372,445. Cash, due from banks and 
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U. S. Government securities aggregate $64,- 
758,000 which is equal to more than 90 per 
cent of all demand deposits and equal to 70 
per cent of all deposit liabilities. The state- 
ment further shows other bonds and securi- 
ties of $13,644,669; demand loans $12,126,236 
and time loans $5,327,853. Capital stock is 
$10,000,000; surplus, undivided profits and 
reserves of $4,116,544 with deposits of $94,- 
767,913. 


NEW INHERITANCE TAX POLICY IN 
MISSOURI 

Missouri state tax authorities have adopt- 
ed a new policy of inheritance and estate 
taxation which is expected to yield comfort- 
able revenues to the state treasury. The new 
policy is one of taxing Missouri stocks and 
property owned by non-residents in this state. 
It is based upon the theory that whenever 
a non-resident has a local agent in Missouri 
and permits that agent to control his invest- 
ments, the property being present in Mis- 
souri under the control of said agent acquires 
a business situs in this state for the purpose 
of inheritance taxes. 

The state officials plan an examination in 
the future of all estates exceeding $50,000 to 
determine whether there is an estate tax due 
Missouri, and will not authorize the transfer 
or delivery out of this state of the assets of 
any non-resident decedent until after a thor- 
ough check has been made, which power is 
vested in them under the state law. 


MISSISSIPPI VALLEY TRUST COMPANY 

The Mississippi Valley Trust Company of 
St. Louis has maintained a steady and pro- 
gressive pace during the period of general 
business depression and especially accentu- 
ated during the past six months under the 
able guidance of President Sidney Maestre 
and his associates. The June 30th financial 
statement shows total resources of $72,408,- 
298 including cash and due from banks of 
$13,901,266; U. S. Government securities $13,- 
444,937: bonds and other securities $11,605,- 
680; loans and discounts $24,347,216; accep- 
tances of New York banks purchased $4,531,- 
937. Deposits total $62,919,647. Capital is 
$6,000,000; surplus and undivided profits 
$2,043,786 with $1,000,000 as reserve for con- 
tingencies. 


CORPORATE FIDUCIARY ASSOCIATION 
OF ST. LOUIS 

The recent annual meeting of the Corpo- 

rate Fiduciary Association of St. Louis, com- 

posed of officers and employees representing 


every trust institution in St. Louis, was 
marked by instructive and timely addresses 
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by the Hon. Charles Holtcamp, Judge of the 
Probate Court of St. Louis, A. Evans Hughes, 
Judge of the St. Louis County Probate Court. 
Charlton Alexander of the Mississippi Valley 
Trust Company spoke on the subject of Com- 
munity Trusts. Alfred Fairbank, vice-presi- 
dent and trust officer of the Boatmen’s Na- 
tional Bank, was elected president of the as- 
sociation and Charlton Alexander, first vice- 
president. Other officers elected were: R. C. 
Behrens of the St. Louis Union Trust Com- 
pany, second vice-president; Douglas Sachse 
of the Mercantile Commerce Bank & Trust 
Company, secretary, and Claude Eaton, Unit- 
ed Bank & Trust Company, treasurer. 


LONSDALE ON RAILROAD CONFERENCE 
BOARD 

John G. Lonsdale, chairman of the board 
of the Mercantile-Commerce Bank & Trust 
Company, St. Louis, Mo., and co-receiver of 
the St. Louis-San Francisco Railway, is one 
of three bankers appointed by the American 
Bankers Association to sit in a conference 
on proposed railway legislation to be held * 
in Chicago July 18 and 19. The other mem- 
bers of the bankers’ group are Melvin A. 
Traylor, president of the First National Bank 
in Chicago, and Lewis L. Strauss of Kuhn, 
Loeb & Company, New York City. 

The conference, which is being sponsored 
by the Railway Business Association, will be 
made up of representatives frem about twen- 
ty-five prominent associations which are in- 
terested in transportation problems. It will 
be the purpose of the meeting to lay the 
groundwork for new legislation affecting rail- 
roads which is expected to take form when 
Congress reconvenes in next session. 

Mr. Lonsdale, in addition to his banking 
experience, has served in various capacities 
in railroad matters, having been chairman of 
a special committee of the American Bankers 
Association which in 1926 made a thorough 
study of transportation problems and made 
an extensive report at the annual meeting of 
the association. 


COMMERCE TRUST COMPANY OF 
KANSAS CITY 

The conservative policies which have al- 
ways controlled the management of the Com- 
merce Trust Company of Kansas City, Mo., 
have enabled that institution to render ex- 
ceptional services to its customers and cor- 
respondents during recent years. The stand- 
ing of the company in its community is evi- 
denced by constant growth of business. The 
June 30th statement shows total resources of 
$102,279,678, including cash and due from 
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banks $39,766,956; U. S. Government securi- 
ties $14,937,198 ; state, municipal and Federal 
Land Bank bonds of $8,999,865; other bonds 
and securities $7,441,162: demand loans $3,- 
$26,515; loans and discounts $23,237,700. De- 
posits total $93,364,949 of which $78,255,000 
are on demand. Capital is $6,000,000; sur- 
plus $2,000,000 and undivided profits $720,151. 
In a recent letter to shareholders the presi- 
dent, James M. Kemper, advised that al- 
though current earnings of the bank have 
been more than enough to provide for the 
July dividend at the annual rate of 6 per 
cent, it was decided by the directors and 
officers that in the interest of conserving and 
increasing capital funds during these transi- 
tional times, to eliminate the regular quar- 
terly disbursement for the last quarter. 





CONQUEROR FIRST NATIONAL BANK 

One of the staunchest banking institutions 
in Missouri is the Conqueror First National 
Bank of Joplin which reports as of June 30th 
resources of $3,688,322, including loans and 
discounts of $1,669,870 with liquid assets of 
$1,840,380 embracing U. S. Government bonds 
of $1,064,155; cash and exchange $603,003; 
municipal bonds and Federal Land Bank 
bonds. Deposits total $3,075,853. Capital is 
$250,000 ; surplus and undivided profits $108,- 
519. 































































ALFRED FAIRBANK 


Vice-president and Trust Officer of the Boatmen’s National 
Bank of St. Louis, who has been elected President of the 
Corporate Fiduciaries Association of St. Louis 
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MISSOURI BREVITIES 

The St. Louis Union Trust Company is 
publishing a series of effective newspaper ad- 
vertisements containing over a facsimile of 
the signature of every member of the board 
of directors the words: “I am using the 
services of the St. Louis Union Trust Com- 
pany in connection with my estate and have 
named it as my executor or trustee.” 

J. F. Ashoff of the Mississippi Valley Trust 
Company has been elected president of the 
St. Louis Bank Clerks Association. 

Deposits in St. Louis banks and trust com- 
panies have shown substantial increase with- 
in the past two months. Total of deposits 
amount to approximately the same as a year 
ago. 

John R. Longmire, formerly associated 
with the Mississippi Valley Trust Company 
and more recently manager of the St. Louis 
office of the R. F. C., has joined the New 
York stock exchange house of I. M. Simon 
& Co. 

Geo. N. Spiva, chairman of the board of 
the Conqueror First National Bank, and Vir- 
gil H. Board, vice-president of the Con- 
queror Trust Company of Joplin, Mo., have 
been elected to serve on the board of direc- 
tors of the Community Chest of Joplin for 
three-year terms. 
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Los Angeles 


Special Correspondence 


ANNUAL MEETING OF CALIFORNIA 
TRUST MEN 


California is literally a laboratory where 
constant improvement is sought in the per- 
formance and development of trust service. 
This was emphasized by the record of activi- 
ties at the recent annual meeting of the Trust 
Section of the California Bankers Associa- 
tion held in conjunction with annual conven- 
tion of the latter organization at Pasadena. 
The proceedings indicated likewise the com- 
mendable team work which obtains among 
trust men of California, prompted by the 
mutual desire to produce not only the best 
results for their respective institutions, but 
for the trust cause as a whole. Assurance 
that the good work will be carried on during 
the coming year is given by the election of 
Frederick R. Behrends, vice-president and 
trust officer of the California Trust Company 
of Los Angeles, as chairman of the Section. 

The past year of the Section under Chair- 
man Frank H. Lougher, trust officer of the 
Anglo-California National Bank of San Fran- 
cisco, has been one of constructive progress 
under unusual conditions, especially as re- 
gards vigilance in warding off ill-advised 
legislation and guiding the course of amenda- 
tory laws affecting fiduciary operations. In 
his report as chairman Mr. Lougher paid 
tribute to the fine record maintained by Cali- 
fornia trust departments during the past 
year, showing that no loss has been suffered 
where estates have been handled by corpo- 
rate fiduciaries, aside from marking down 
of values. The report of the legislative com- 
mittee presented by J. W. Garthwaite, vice- 
president and trust officer of the Bank of 
america, N. T. & S. A. afforded evidence of 
a somewhat hectic legislative season which 
was hardly facilitated by a large proportion 
of new faces in the legislative chamber. 
However, the net result of bills passed affect- 
ing fiduciaries, has been helpful, particularly 
as to clarifying matters of taxation, amend- 
ment of probate code, trust investments and 
the much debated deed of trust law. Inas- 
much as the legislature will soon reassemble 
there is considerable trust legislation pend- 
ing which calls for alert work during ensuing 
months. 

Election of officers and committees of the 
Trust Section resulted as follows: Chairman 
—Frederick R, Behrends, vice-president and 
trust officer, California Trust Company, Los 
Angeles; Vice-chairman—F. J. Brickwedel, 
vice-president, Wells Fargo Bank & Union 
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Trust Company, San Francisco; secretary- 
treasurer—John F. Keogh, vice-president and 
trust officer, Title Guarantee & Trust Com- 
pany, Los Angeles. 

Oxecutive Committee, Ex-Officio Members 
—W. A. Kennedy, president, California Bank- 
ers Association, president, First National 
Bank, Pomona; Frederick R. Behrends; John 
F. Keogh. Executive Committee, Elected 
Members—Harry Geballe, assistant trust of- 
ficer, California Pacific Title & Trust Com- 
pany, San Francisco. Executive Committee, 
Elected Members—Mare Ryan, vice-president 
and trust officer, Bank of America N. T. & 
S. A., Los Angeles; Don Cameron, trust 
officer, Union Bank & Trust Company, Los 
Angeles; Bruce Grigsby, vice-president, Se- 
curity-First National Bank of Los Angeles, 
Los Angeles. 





TRUST COMPANY AND FINANCIAL 
STATEMENTS 

The reports for June 30th, presented by 
Los Angeles banks and trust companies, af- 
ford abundant proof of the progress and in- 
creasing activity of these institutions, respon- 
sive to substantial business improvement. 
Deposits are mounting and volume of busi- 
ness gaining without interruption. Earnings 
have been satisfactory, but most of the banks 
are observing conservative policies in hus- 
banding reserves and increasing liquidity of 
assets. Most interesting is the active growth 
of trust business, recorded at main offices and 
at branches, both in this city and in commu- 
nities where branches are located. The ad- 
vancing trend in general business is reflected 
in practically all lines of business with dis- 
tinct improvement also in real estate. 


PROMOTIONS AT SECURITY-FIRST 
NATIONAL 

A number of official promotions and ap- 
pointments are announced by the Security- 
First National Bank of Los Angeles. R. H. 
Cowper of the Hollywood & Cahuenga of- 
fice has been elected assistant vice-president 
and A. B. Nordling of the head office trust 
department, has been made assistant trust 
officer. Wm. A. Garriott and H. M. Sherman 
have been appointed assistant managers at 
the Hollywood branch. Officers and manag- 
ers of the various branches of the Security- 
First were recently assembled in Los Angeles 
to become familiar with changes due to the 
new Bank Act of 1933 at which various as- 
pects of the law were discussed. At a meet- 
ing of the Security-First Trust Club, Charles 
B. White, manager of the trust development 
division, was elected president. 
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San Francisco 


Special Correspondence 
BANK OF AMERICA COVERS YEAR’S 
DIVIDENDS IN FIRST SIX 
MONTHS’ EARNINGS 

Reporting an impressive aggregate of $935,- 
715,885 in resources as of June 30th, the 
Bank of America National Trust & Savings 
Association of California, including its state 
affiliate, also submits a remarkable statement 
as to earnings during the past six months, 
which acquires greater significance when ac- 
count is taken of the difficulties of this pe- 
riod. The earning survey shows that divi- 
dends to be paid during the year 1933 by the 
bank were covered by a substantial margin 
in the first six months of operations. The 
Bank of America N. T. & S. A. and the Bank 
of America (California) earned, during the 
half-year period, $4,449,000 before deprecia- 
tion and sundry deduction. 

After all realized losses and also estimated 
losses based on depression price levels were 
written, an additional $5,591,000 was appro- 
priated to cover any possible future charge- 
offs. After providing for the quarterly divi- 
dend of $775,000 declared in June and for 
depreciation, contingencies, ete, there re- 

to un- 
divided profits for the period, bringing the 
total as of June 30, 1933 to $12,817,000, The 
dividends recently declared were at the an- 
nual rate of $3,100,000, thus resuming regu- 
lar payments which were made on an unin- 
terrupted basis for the twenty-seven years of 
the bank’s existence to October 1, 1931. 

The bank’s statement as of June 30, 1933 
showed that all rediscounts and bills payable 
have been entirely eliminated. When the 
present management resumed control of the 
institution sixteen months ago, the total 
amount of the bank’s borrowing was $146,- 
455,000. Despite the adverse business and 
banking conditions which preceded the na- 
tional bank moratorium, deposits of the Bank 
of America showed a gain of $17,700,000 dur- 
ing the past six months, bringing the total 
as of June 30, 1933 to $767,413,000. During 
the same period the Bank of America aug- 
mented its cash and holdings of United 
States Government obligations by $22,100,000, 
bringing the total as of June 30, 1933 to 
$269,700,000. 


Don C. Dickinson has been elected a vice- 
president of the Security Trust & Savings 
Bank of San Diego, Cal., and not of the 
Security-First National Bank of Los Angeles, 
as erroneously stated in a recent issue of 
TRUST COMPANIES. 


BANK DEPOSITS UP ON THE PACIFIC 
COAST 

Pacific Coast banking and trust business 
are responding to the impact of vigorous 
business improvement. A compilation of rep- 
resentative banks and trust companies in 
the 12th Federal Reserve District shows to- 
tal deposits of $2,767,614,000 as of June 30th, 
indicating increase of $48,000,000 over the 
figures a year ago and marked advance over 
last March. Cash ratios are improved and 
investment portfolios show the effect of price 
enhancement. Trust business has maintained 
a steady stride with some institutions re- 
porting exceptional increase in new fiduciary 
appointments. 


EXCELLENT STATEMENT BY CROCKER 
BANKS 

Suggestive of the impregnability attributed 
to the Rock of Gibraltar has been the course 
of the Crocker First National Bank and its 
associated Crocker First Federal Trust Com- 
pany of San Francisco, during these past 
years of severe business reverse and particu- 
larly during the first half of this year, The 
June 30th financial statement confirms this 
simile. Combined resources have increased 
substantially to total of $125,242,103 includ- 
ing cash and sight exchange of $17,860,343 ; 
U. S. Government securities, $28,614,030; 
loans and discounts $27,899,720; other bonds 
and securities $28,119,227, and first mortgage 
loans on real estate $17,461,740. Deposits ag- 
gregate $103,715,017. Combined capital is 
$7,500,000; surplus $3,000,000 and undivided 
profits $3,101,936. Earnings of the past six 
months were amply sufficient to cover regular 
dividend requirements at the annual rate of 
$14 a share. 


CALIFORNIA BREVITIES 

The Wells Fargo Bank & Trust Company 
of San Francisco reports total resources of 
$189,233,243; deposits $167,206,647; capital 
$9,000,000; surplus $5,000,000 and undivided 
profits $3,305,164. 

The Bank of California, N. A. of San 
Francisco reports resources of $105,113,997 ; 
deposits $82,164,789; capital $8,500,000; sur- 
plus and undivided profits $7,591,328. 

The Bank of America of San Francisco 
has opened a new branch at Loomis, Placer 
County, Cal., in response to a petition from 
leading business interests of that community. 

Advertising copy bearing the signature of 
the Bank of America has been awarded first 
position in competition with all bank adver- 
tisers in the country, based on a contest con- 
ducted by Bank-Ad-Views. 
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